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EU enlargement 
Proof that Europe has 
a foreign policy 
Lionel Barber, Page 14 
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Russian parliament 
presses Yeltsin 
over choice of 
prime minister 

Russia’s left-dominated parliament 
threatened to block the nomination 
of Sergei Wriyenko as prime minister 
unless It was consulted. A resolution 
to be debated today cans on Boris 
Yettsto to meet the legislature's 
chiefs to cftscuas the president's 
choice of government head. Page 2 

Armenian PM wilts poUs 

Armenia's prime minister and acting 
president, Robert Kocharyan, has 
beaten his former communist oppo- 
nent In presidential elections marred 
by claims of irregularities. Page 3 

UK sets up special crime squad 

Britain's National Crime Squad, 
launched today, wHI be first modem 
UK police organisation to target seri- 
ous organised crime throughout 
England and Wales. Page 8 

Turkish prisoners seize guards: 
Loftwing prisoners in at least five 
Turkish foils took more 40 guards 
and officials hostage In a concerted 
move to prase for the return of fellow 
prisoners to a western jaB. 

Germany accepts blame for crash 
Germany said one of its Air Force 
aircraft was the main cause of a col- 
lision with a US Air Force freighter off 
Namibia, southern Africa. The crash 
last September killed 33 people. 

Israel brushes aside US fears 

Israeli prime minister Benjamin 
Netanyahu shrugged off US assess- 
ments that Mlckfle East peace moves 
were In ‘dire straits". Page 4 

Irish tafts hit problems 
UK prime minister Tony Blair moved 
to head off a crisis in the Northern 
Ireland peace talks as differences 
emerged over proposals for a 
regional assembly. The latest argu- 
ments cast new doubt over whether 
the talks participants can reach 
agreement by April 9. Page 8 

US harbour tax ‘unconstitutional' 
The US Supreme Court ruled the 
Harbor Maintenance Tax, passed by 
Congress In 1986, unconstitutional. 
The levy on commercial cargo at US 
parts yielded minions of do&ars in 
government revenue. Page 5 

Malaysia rejects asylum plea 

Malaysia said It considered 14 Indo- 
nesians seeking asylum In a UN 
compound In Kuala Lumpur to be 
illegal Immigrants who were to be 
deported. The Indonesians say they 
faarpersecution if repatriated. 

Ziui leaves for Europe 

China's new premier Zhu Rongfl flew 
to Europe for a gathering of Euro- 
pean and Asian leaders likely to be 
dominated by Asia's financial crisis. 
Before the weekend meeting he will 
be on an official visit to Britain. 

AustraBa hands over A-tost site 

More than 270 square mites of Aus- 
tralian land used by Britain for atomic 
testing In the 1950s and 1960s was 
restored to its Aboriginal owners. 

CambotBa regains control 

Cambodia's flag flew over the Preah 
Vi hear temple for the first time in 
years after Khmer Rouge guerrillas 
defected to the government. 

Karachi explosions Mil 3 
Three people were foiled and 2B 
injured by three explosions in the 
Pakistani dty of Karachi. India has 
denied Pakistani accusations of 
involvement In recent bombings. 

Eight to fight Ecuador polls 

Eight candidates have registered to 
contest Ecuador’s May presidential 
elections. In a surprise move, 
vice-president Rosalia Arteaga 
resigned so she can run for the Inde- 
p indent Movement for an Authentic 
Republic party. Page 4 


Russia’s central 
bank chief seeks 
rouble devaluation 
to help exporters 

Sergei Dubinin, the governor of 
Russia's central bank, said the rouble 
must be gently devalued, In line 
with Inflation, to help Russia’s 
battered exporters compete globally. 
Page 16 


BMW, German carmaker, warned it 
would cease to supply parts to 
Rolls-Royce Motor Cars, fracing the 
temporary closure of the UK luxury 
car company, if a rival bidder 
thwarted its attempt to control 
Rofls-Royca. Page 17 

Gazprom and Yidcsl. Russian energy 
companies, warned that the starting 
price for the sale of the state-owned 
Rosneft ofl group was too high. 

Page 17 

Grupo Mlnero M&dco, Mexico's 
biggest mining company, completed 
the largest Latin American private- 
sector bond offering since the Aslan 
crisis. Page 21 

fincantieri, Itafian state-owned ■ 
shipbuilding group, reported a 79 per 
cent foil in annual earnings to 
L10.7bn ($58.Bm) after production 
difficulties. Rage 20 

Digital Equipment chief executive 
Robert Palmer Irxfleatod that ha was 
unlikely to remain with the computer 
group after the proposed merger with 
Compaq Computer is completed. 
Page 21 

Commerzbank of Germany has hired 
more than two dozen analysts and 
traders in London for Its Investment 
banking operation. Page 20 

Lifts. the London International 
Financial Futures and Options 
Exchange, plans to change its gover- 
nance structure In a drive to Improve 
decision-making. Page 17 

Sdumfler, Of Switzerland, the world's 
second biggest maker of Efts and 
escalators, expects improved profits 
in 1998. Page 20 

Thaland's central bank ttohtaned 
provisioning requirements for the 
country's commercial banks, bringing 
loan classification rules up to inter- 
national standards. Page 6 

Norsks Skog. Europe's largest 
newsprint supplier, plans to buy a 
min in South Korea from Thai forestry 
group Shin Ho Paper. Page 20 

Baltic Negara, Malaysia's central 
bank, said it had secured agree- 
ments to consolidate the country's 
39 finance companies Into eight 
Page 6 

MD Foods International of Denmark 
had its future left in doubt following 
disagreements among shareholders 
over a planned financial reconstruc- 
tion. Page 20 

Banca Nazkmale del Lavnro, 
Rome-based commercial bank to be 
privatised this year, reported a con- 
solidated toss of L2.803bn 
($1,563m)for 1997, compared with a 
LI 51 bn profit In 1996. Page 20 

Warner Music and Sony Music, two 
of the world's biggest record corn- 
parties. plan to create the UK’s larg- 
est cfistribution centre for music, 
videos and electronic games. Page 8 

TrIStar Pictures, is to cfisappear 
following the decision of Sony Pic- 
tures to fold the Hollywood studio 
into its larger Columbia Pictures sub- 
sidiary. Page 21 

World Equity Markets 

The latest trends and daa from more 
than 50 national markets at a glance 
Page 35 
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Unrest in Russia 
Unpaid workers protest 
but they remain impotent 
Page 2 
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Oil prices fall after Opec cut 


By Robert Cordnu h Vienna 

World ofl prices fell on doabts 
that the global production cut 
agreed early yesterday by the 
Organisation of Petrol earn 
Exporting Countries would stabi- 
lise crude markets. 

The bellwether Brent Blend for 
May delivery hit $14.44 in late 
trading in London yesterday, 
down 35 cents from Monday's 
dose. 

The market was reacting to a 
joint move this week by Opec 
and five non-Opec producers, 
including Mexico and Norway, to 
remove around 2 per cent of 
worid supply from today. 

A global oil glut recently sent 
prices tumbling to nine-year 
lows, threatening to cause havoc 
to the national budgets of the 
main ofl producing states. 

In a seven-hour session that 
lasted until the early hours of 


Delegates defend agreement to reduce world supply 
by 2% but markets remain sceptical amid glut ; 


yesterday, Opec oil ministers rat- 
ified an agreement to reduce 
world output by 1.5m bands a 
day. 

Yesterday Opec delegates put 
up a spirited defence of Tues- 
day's agreement. “Those who 
went short [in the oil futures 
marketl will be lucky in a few 
days to run away with their 
clothes on," said one senior Saudi 
Arabian official. 

Delegates also shrugged off 
yesterday’s price falls: “We didn't 
expect to get much of an Immedi- 
ate positive impact” insisted one 
Kuwaiti oil official. 

"If you remove barrels the 
price will fan,” said Luis Ghisti, 
president of Petroleos de Vene- 
zuela. the Venezuelan state oil 


company. "You have to allow 
some time." 

The cut of 1.5m b/d was at the 
lower end of the I5m-2m b/d 
range mentioned just over a 
week ago when Saudi Arabia, 
Mexico and Venezuela paved the 
way for the global reduction by 
signing the Riyadh pact cutting 
600,000 b/d. It defused a bitter 
row between Caracas and Riyadh 
over Qpec oil policy. 

Delegates said expectations 
Opec might try to orchestrate a 
larger reduction had been mis- 
placed. 

They said it had been hard 
enough to agree on 1.5m b/d, 
although there were hints of pos- 
sible additional reductions at 
Opec's next scheduled meeting at 


the end of June should the mar- 
ket fundamentals deteriorate fur- 
ther. 

They also dismissed specula- 
tion that some Opec states mi gh t 
not implement, individual 
national reductions, given, the 
organisation's patchy record of 
sticking to normal quotas. 

"It’s all voluntary,” said one 
delegate.. "[Butl even if we don't 
see all l-Sm Tm confident we will 
see the bulk of it” 

Although the initial market 
judgment was negative, some 
traders said the pessimism was 
overdone. 

They predicted that over time 
there might be a greater willing- 
ness to give the deal the benefit 
ofthe doubt. 


- “Opec got A bit of a bum rap 

bare," said Peter Gignoux, head 

-of the - energy desk at brokers 
Salomon Smith Barney in Lon- 
don. Td be surprised to Bee a 
bear raid’ on the. market right 
now;.” 

Qpec officials in Vienna said 
the effect of the Asian crisis an 
oU demand was stm uncertain. 

But they said h?b chaotic situa- 
tion in Asia that hel pe d trigger 
the latest price slide had now 


. In January and early February 
. supertankers had. sailed from the 
Gulf to Asia only to find that by 
the time they got there b uy ers 
bad. run (Kit of money and could 
not pay for the contracted 
cargoes. 

Qpec pots firm ne s s ef-Rs 
grip to tee test, Page 4 
EcBta fal Comment Page 15 
tjoamodHos, Pags ZB 


Tokyo ‘Big Bang* adds 
to pressure on banks 


By GHai Ten hi Tokyo 

Shares in Japan's beleaguered 
banks fell again yesterday, 
underlining the severe problems 
facing the sector as today's 
Tokyo “Big Bang” ushers in an 
era of more open competition. 

The programme of financial 
deregulation, launched today, 
aims to revitalise Tokyo as a 
global financial centre and boost 
returns on the country’s savings. 

Bnt it comes at a time when 
the b anks ' weak capital bases 
have been farther eroded by 
investment losses realised at yes- 
terday's end of financial year. 
The Nihon Kelzai Shim bun, 
Japan's financial daily newspa- 
per, reports today that the coun- 
try's 19 largest banks Intend to 
write off or dispose of YlO^lObn 
<$77.56bn) of bad loans in the 
financial year just ended. Bad 
loans In the Japanese banking 
system have been estimated by 
the banks to be Y28,000bn, but 
the ministry of finance has said 
the broader category of prob- 
lem" loans is Y77,000bn. 

Two main changes will he 
introduced today as part of 
deregulation: foreign exchange 
controls will largely be lifted; and 
fixed equity brokerage commis- 
sions on deals worth more than 
Y50m will be liberalised. 

The moves could benefit Japa- 


Japanese banks . 
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nese savers and investors, but 
they will put the country’s hanks 
and brokers under further pres- 
sure. As David Atkinson, analyst 
at Goldman Sachs, the US invest- 
ment bank, said: “Big Bang 
means that existing players are 
going to be net losers until they 
focus on profitability - that is 
what tiie market movements are 
saying.” 

Concerns about the capital 
strength of Japan's banks and 
their ability to face tougher com- 
petition have depressed the sec- 
tor’s shares for several months. 
They fell nearly 2 per cent more 
yesterday. 

The value of shares in the main 
retail banks is now at a record 
low as a proportion of the whole 
market The capitalisation of the 


10 biggest commercial hanks rep. 
resents only 8.77 per cant of the 

Toptx, the broadest Tokyo stock 
market index, down from 17 per 
cent recorded during the peak of 
Japan's asset bubble in 1967. 

Japanese banks' capital 
strength has traditionally 
depended partly on the level of 
the stock market, because they 
count part of their huge holdings 
of shares in other Japanese com- 
panies as "capital”. When the 
market falls, capital shrinks. 

The Nikkei 225, the key market 
indicator, closed yesterday at 
16,527.17. well below the 18,003 
level on March 31 1997. 

Under previous accounting 
practices, this would have 
obliged i some banks to record 
accounting losses ofi the value of 
their shares. However, the Japa- 
nese government recently 
changed some of the accounting 
rules, allowing banks to disguise 
the blow by recording equities at 
book, not market value. 

But yesterday's closing level of 
the Nikkei will still place pres- 
sure on the hanks because inves- 
tors will estimate the “market” 
level of equities. 

Reports, Page 6 
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Palestinian leader Yassir Arafat leaves the Amsterdam house where Anne - 
Frank hid from the Nazis. Some JeerMi groups accused Mm of reopening the 
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Vanguard to open 
funds in Europe 


It's a Gnven challenge 


By Jane Martinson 
and PMflp Coggan 

Vanguard, the world's second 
largest mutual fond manager, is 
to enter the European market 
with a range of index-tracking 
funds. 

The move by the conservative 
US company is designed to take 
advantage of the continent's 
fledgling deflned-contrlbution 
pension fund market and the 
growing interest by Investors In 
passive fond management 

In contrast to Vanguard's US 
business - two thirds of which is 
sold direct to the public - its 
European business will be aimed 
at company pension plans. 

John Brennan, chai rman of 
Vanguard, said: “We are coming 
to Europe with a family of funds 
that we hope, will, in the institu- 
tional marketplace, lay the seeds 
for what we hare been able to do 
at home.” 

The Pennsylvania-based com- 
pany. which has assets of S370bn, 
aims to repeat its success in 
building a low-cost market niche 
in Europe. The group is unlikely 
to advertise. Nor does it intend to 
expand its marketing team sub- 
stantially. “There will be no big 
bang," said Mr Brennan. 

Vanguard is rare among large 
US managers in having failed to 
set up a European operation. 

Mr Brennan said his group 
decided to expand outside the US 
only when it was convinced of 
having a “natural long-term mar- 


ket” and when it felt big enough 
to do so without disturbing its 
existing business. 

Vanguard expanded outside the 
US for the first time two years 
ago with a venture into Austra- 
lia's pensions market, where it 
now manages A$3bn (S2bn). 

Its European funds will focus 
on the UK, the Netherlands and 
Belgium. The average charge for 
the funds will be between 03 per 
cent and 0.5 per cent 

Steven Mendel, investment 
adviser at Aon Consultants, said 
the charges were roughly In line 
with those of other index track- 
os for UK pension funds. How- 
ever, they are far lower than 
those far UK unit trusts or active 
managers. 

Three new funds, to be regis- 
tered In Dublin, will track equity 
indices in the US, Europe and 
globally, while the group will 
also offer a cash fund. The opera- 
tion will be based in Brussels. 

Vanguard, founded in 1975 with 
a mutual structure, closes funds 
to new investors if they become 
too large. Its growth has been 
rapid in recent years - at an 
annual rate of 35 per cent - as 
the repeated failure of active 
fond managers to beat the index 
has increased the popularity of 
passive management 

Vanguard warned customers of 
the risks of a bear market last 
year. Ironically, the last time it 
seriously considered moving into 
the European business was 1987, 
just before that year's crash. 
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Legislators press Yeltsin over premier 


By CtvystKi Freeland in Moscow 


Russia's leftwing-d animated 
parliament yesterday 
stepped up Its game of brink- 
manship with the Kremlin, 
threatening to block the 
nomination of Sergei Kiri- 
yenko as prime minister 
unless the government 
agreed to consult it 
Parliamentary leaders 
decided that they would 
debate a controversial reso- 
lution today demanding that 
Boris Yeltsin meet the legis- 
lature’s chiefs to discuss Mr 


E Europe 
‘may face 
Asia-style 
crisis’ 


By Gordon Cramfa 
ha Amsterdam 


Eastern Europe faces the 
threat of an Asia-style cur- 
rency crisis if it relies on the 
foreign private sector to 
fund big projects, a leading 
west European banker will 
warn in Amsterdam today. 

Jan Kalff, chairman of 
ABN Amro, is expected to 
tell a meeting on infrastruc- 
ture financing for the region 
that renewal projects should 
in the main be funded 
locally, unless they generate 
hard currency through their 
revenues. Utility works 
would need to be scaled 
down to be sustainable. 

The Dutch bank is among 
the institutions most active 
in central and eastern 
Europe. Mr KalfFs warning 
signals a rethink by key 
lenders since the onset last 
year of foreign exchange and 
economic upheavals in east 
Asia, which prompted ABN 
Amro to make a FI 000m 
($242.7m) provision for 
potential losses. 

The conference, while 
drawing together multilat- 
eral institutions such as the 
World Bank and the Euro- 
pean Bank for Reconstruc- 
tion and Development, had 
not been intended as a pledg- 
ing session for donors. 

But the Asian crisis has 
meant that even enthusiastic 
proponents are urging cau- 
tion. Early last year, Mr 
Kalff raised the idea of a 
“structured public and pri- 
vate sector dialogue" on fln- 
ancing regeneration in east 
Europe. 

He is to tell delegates any 
shift in capital flows from 
Asia to the infrastructural 
needs of emerging Europe, 
which ABN Amro estimates 
at SlOObn excluding the for- 
mer Soviet Union, carries 
risks of a less stringent eval- 
uation of projects. 

That would widen a mis- 
match between the currency 
in which loans were 
advanced and the local 
denomination of revenue 
streams. Investments would 
be undermined by any spec- 
ulative run as long as 
domestic financial markets 
remained fragile. 

Johannes Linn. World 
Bank vice-president for 
Europe and central Asia, 
said yesterday the propor- 
tion of private finance in 
infrastructure for all devel- 
oping countries had fallen. 
“There is reason to believe 
that in the near future it 
may drop further, because of 
the events in cast Asia." 

Sir Brian Unwin, president 
or the European investment 
Bank, said: “Our experience 
has shown that negotiations 
on sharing risk with private 
sector interests have often 
been protracted. In some 
cases, the project might have 
been completed sooner and 
better by the public sector." 
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Kiriyenko, the inexperienced 
35-year-old technocrat whom 
the president has named as 
head or the new government 

Even the pro-government 

Our Home is Russia faction, 
led by the former prime min- 
ister. Victor Chernomyrdin, 
warned that if the parlia- 
ment's voice were not heard 
now, the legislature would 
oppose Mr Kiriyenko when 
his nomination came up for 
debate on Friday. 

“If the president responds 
positively to the Duma [the 
lower house of the Russian 


parliament] appeal, this will 
considerably ease tensions 
and improve Kiriyenko ’s 
chances to be approved," 
said Vladimir Ryzhkov, dep- 
uty speaker of the Duma and 
a member of Our Home is 
Russia. “If consultations are 
not held, Kiriyenko will be 
rejected on Friday." 

However, the threats from 
the parliament, which has a 
tradition of caving in to the 
president at the last minute, 
appeared to have little 
impact on Mr Yeltsin. He 
warned last week he would 


exercise his constitutional 
right to dissolve the legisla- 
ture if it did not approve his 
choice. 

“All steps undertaken, by 
the president are in strict 
compliance with the consti- 
tution," Sergei Yastrzhemb- 
sky. the Kremlin spokesman, 
told Russian news agencies. 
"The Duma cannot have any 
claims on the president" 

Mr Yeltsin, who stunned 
Russia last week by sacking 
his entire government, 
yesterday continued to name 
ministers who will stay 


on in the new team. 

In an announcement wel- 
comed by investors, he said 
that Mikhail Zadornov, the 
highly respected finance 
minister, would keep his job 
as would Yevgeny Primakov, 
the hawkish but professional 
foreign minister. 

Mr Kiriyenko, whose nom- 
ination last week came as a 
surprise, is expected today to 
continue lobbying the parlia- 
mentary factious. His task 
could be complicated by rev- 
elations in the Russian 
media that he attended semi- 


nars of the Scientology ndi 
gjous group. Over the past 
few days. Russian newspa 
pars have also dwelt upon 
Mr Kiriyenko's admission 
that his father is Jewish. 

Even If it eventually caves 
in to Mr Yeltsin, the parlia- 
ment has tainted that it may 
prolong the stand-off. 
Although the legislature 
legally required to begin 
debating Mr Kiriyenko's can 
didacy on Friday, a Commu- 
nist leader said it was under 
no obligation to hold a vote 
on that day. 


Workers’ rage fails 
to rouse Russians 


to revolution 


Unpaid wages are still well down the 
political agenda, writes Chrystia Freeland 


T wo months ago. in the 
dark of Siberian winter, 
the patience of the work- 
ers at the Kuznetskaya mine 
snapped. Their wages had 
not been paid for nearly 
three years, their remote vil- 
lage was without telephones, 
running water and reliable 
heating, and their childr en 
were dropping out of school 
because they could not 
afford to make the 15km 
journey to get there. 

And so. when Alexander 
Temovlkh, the manager of 
their mine, showed up at his 
office on a freezing morning 
In late January, a gang of 
angry- miners and their 
wives hnd children, jammed 
chairs and tables against his 
door and held their boss 


In the dismal Kuzbas, a 
depressed mining region in 
the middle of Siberia which 
has coijae out on the losing 
end of Russia's bold market 
reform ‘drive, tht Kuznet- 
skaya miners’ revolt made a 
grim sort of sense. ^ 

Yet the} real lesson of their 
protest «s not that the 
nation's army of under-em- 



ployed 
is on the 
On the 
skaya 
is now at 
workers 
an 


unpaid -workers 
of revolution. 
, the Kuznet- 
whose ^manager 
liberty and whose 
still unpaid. Is 
!e of how, for all 
their fin* and all their des- 
peration! discarded workers 
have almost no effective 
means of protest 
Periodically, Russia's 
proletariat does 
to capture the 
Kremlip’s attention. Presi- 
dent Boris Yeltsin's formal 
justification for last week's 
abrupt sacking of the entire 


degrai 

mana: 


government was mounting 
wage arrears. And next week 
workers hope to seize centre- 
stage. with a pan-Russian 
protest But occasional gov- 
ernment promises and feeble 
national workers' demon- 
strations notwithstanding, 
the lesson of the past few 
years has been that in post- 
communist Russia, workers 
have almost no political 
muscle. 

At Kuznetskaya the pro- 
test began boldly enough. 

"We had no money!” 
recalls miner Alexandra Bur- 
motova. “As of this coming 
May, it will be three years 
that we have not been paid. 
So, we said: “Pay our wages!' 
and we held Him hostage for 
five days.” 

Two months later, with 
the mine’s ownership dis- 
puted between a western 
investor and the left-leaning 
local government, Liubov 
Petrova, a 51-year-old 
matron, admits: “Our protest 
brought us nothing. We are 
the real hostages here. We 
don't have democracy in 
Russia, just thieves and bas- 
tards." 

Throughout the Kuzbas, 
where snow is black with 
coal dust and crumbly con- 
crete barnacles are the main 
form of housing - as ugly as 
they are uncomfortable - 
disgruntled workers are 
coming to the same conclu- 
sion. 

“There is no point in stri- 
king. the director told us," 
explains Piotr Boikov, who 
took part in a strike at the 
nearby Komsomolets mine 
last month. “He [the direc- 
tor! said: ‘You can stay 
there, at the bottom of the 
mine, as long as you like. 



Kuzbas miners helped o ve rthro w communism but are stffl waiting for their pay 


Poppertoto/Rauters 


You can even live there. 
There still will be no money 
for you’." 

The problem, local union 
leaders say. is that Russia's 
depressed economy and its 
frail political institutions 
mean that the miners have 
almost no means of effective 
collective action. Discredited 
by years of co-operation with 
the communists and further 
enfeebled by the country's 
bleak economic conditions, 
even trade unions are barely 
able to organise worker pro- 
test. 

It was not always thus. In 
1989, the protests of the rag- 
ing Kuzbas miners ham- 
mered one of the final nails 
Into the coffin of commu- 
nism and helped push Mr 
Yeltsin and his democratic 
supporters into power. 


B y contrast, over the past 
seven years of often 
painful market reforms, 
the Kremlin has discovered, 
to its own surprise, that an 
angry proletariat has little 
power to shake tbe country's 
new political and economic 
institutions. At first hesi- 
tantly, and now with 
increasing boldness, the gov- 
ernment has learned that it 


can pursue the toughest 
financial stabilisation pro- 
grammes with little fear of a 
political backlash. 

Economically, this has not 
been an entirely bad thing. 
Cutting subsidies to loss- 
making Soviet-era indus- 
tries, such as the mines of 
tbe Kuzbas, is one of the cru- 
cial steps Russia has had to 
take on the way to reviving 
its economy, and the 
political weakness of the los- 
ers in the economic transi- 
tion has helped make that 
possible. 

More generally, the impo- 
tence of Russian workers, 
whose wage arrears are 
again mounting, is the big 1 - 
gest reason why the Kremlin 
has managed to defend* its 
hard won financial stabilisa- 
tion, especially in the wake 
of the financial turmoil 
caused by the Asian crisis. 

In the long run, however, 
the lack of political institu- 
tions through which every- 
one, even the dispossessed, 
can express their grievances, 
may prove to be one of the 
greatest flaws in the emerg- 
ing new Russia. 

“The lack of civil society, 
the lack of democratic insti- 
tutions, has become one of 


our most important prob- 
lems,” says Grigory Yavlin- 
sky. leader of Yabloko, the 
leading democratic opposi- 
tion party. “The government 
was extremely passive in 
creating civil society - we 
still have no effective trade 
unions, no judicial system, 
no free press. In such a polit- 
ical vacuum, strange flow- 
ers, which look like mon- 
sters, are emerging.'* 

For the K remlin and its 
wealthy Moscow backers, 
the most frightening of these 
monsters are the charis- 
matic nationalist and popu- 
list politicians who are 
emerging as serious contend- 
ers for the presidency In 
elections scheduled for 2000. 

They include Alexander 
Lebed, the former general, 
and Yuri Luzhkov, Moscow's 
mayor, and if either of these 
strongmen devises a way of 
tapping tbe anger of the 
unpaid workers, Russia's 
post-communist establish- 
ment could be overturned. It 
may be fear of these 
“strange flowers" that has 
prompted Mr Yeltsin, still 
endowed with the most sen- 
sitive political antennae, to 
try to put wage arrears back 
on the economic agenda. 


EU ENLARGEMENT TALKS START ON MEMBERSHIP AND AGRICULTURAL REFORM 


Poles seek financial aid for EU entry 


By Lionel Bartier In Brussels 


Poland urged the European 
Union yesterday to provide 
more financial aid to cover 
the costs of preparing for 
early entry into the EU. 

Bronislaw Geremek, the 
Polish foreign minister, also 
called for more money to pay 
for control of Poland's east- 
ern border and special “tran- 


sition periods” to help to pre- 
pare its service sector for 
competition from the EXTs 
single market 
He was speaking on the 
first day of enlargement 
negotiations in Brussels 
between the EU and the six 
countries on a fast track for 
membership: the Czech 
Republic, Estonia, Hungary, 
Poland. Slovenia and 


Cyprus. Five other candi- 
dates are on a slower track: 
Bulgaria, Latvia, Lith uania. 
Romania and Slovakia. 

The wish-list from Warsaw 
includes a request for a tem- 
porary easing of environ- 
mental rules; free movement 
of workers; the right to exer- 
cise freedom of movement 
Immediately after Poland 
joins the Union; and restric- 


tions on the purchase of Pol- 
ish real estate by foreigners. 

Poland's statement marks 
the opening shot in negotia- 
tions which are expected to 
last several years as each 
candidate adapts its econ- 
omy and public administra- 
tion. Each one will follow a 
road map to membership, 
known as the pre-accession 
partnership, which is tai- 


lored to individual heeds. 

Because of its almost 40m 
population and the size of its 
agricultural system, Poland 
is widely viewed as the coun- 
try which presents the EU 
with its biggest challenge on 
enlargement But Poland’s 
strategic importance as Ger- 
many's eastern neighbour 
means that it Is a strong can- 
didate for early membership. 


Ministers denounce farm blueprint 


By Michael Smith in Brussels 


Germany, Spain and Ireland 
led the attack yesterday as 
proposals to reform the Com- 
mon Agricultural Policy 
(CAP) were subjected to sus- 
tained criticism from a 
majority of European Union 
nations. 

Farm ministers from the 
three countries were among 
those who vehemently 
rejected the reform blueprint 
drawn up by the European 
Commission. Even those 
countries which indicated 
general support made clear 
they would press for sub- 
stantial changes. 

Most ministers complained 
about what they believe is 
inadequate compensation for 
proposed cuts in guaranteed 
prices for milk, beef and 
cereals of up to 30 per cent 
Plans for allocating an 
increase in milk quotas pro- 
vided another target for 
attack, while Spain and 
Greece strongly criticised 
proposed changes to the 
olive oil regime. 

Few elements of the big- 
gest reform of the CAP in its 
36-year history escaped criti- 
cism. 

The onslaught suggests 
Jacques Santer, Commission 
president, will struggle to 


achieve his aim of winning 
approval from the ELTs 15 
member states by early next 
year for the “Agenda 2000” 
package of which the CAP 
proposals form an integral 
part. 

The Commission believes 
the reforms are esswnHa i to 
allow the accession to the 
EU of 11 aspirant members. 

Officials put a brave face 
on yesterday's criticisms, 
saying they were far less 
savage than those which ini- 
tially greeted a package of 
CAP reforms eventually 
agreed In 1992. 

They also took comfort 
from the support of coun- 
tries, including Denmark 
and the UK, which in spite 
of detailed criticisms said 
they were broadly in favour 
of the reforms. 

Aides to Franz Fischler, 
the farm commissioner 
behind the reforms, said 
they still believed the broad 
thrust of his proposed poli- 
cies, including cuts in guar- 
anteed prices, would be 
adopted. But they conceded 
changes would have to be 
made and one said there was 
an outside chance that the 
changes could be agreed 
later this year. 

Jochen Borchert, Ger- 
many’s farm minister, was 



Irish farmers demo ns tr a t e at yesterday's meeting 


Rautere 


among the fiercest critics of 
the reforms yesterday. He 
said Germany would have to 
pay Ecueoom <$545m) more a 
year towards the CAP, yet 
its farmers would see their 
incomes decline. He said 
farmers would become too 
dependent on direct aids. 

Joe Walsh. Irish farm min- 
ister, said he had accepted 
the broad thrust of proposals 
presented by the Commis- 
sion last July, but Ireland 
was a big loser from changes 
announced two weeks ago. 
“These proposals are dis- 
criminatory and I reject 
them out of hand.” 

Ireland was angered by 
proposals which will allocate 


half of the 2 per cent 
increase in milk quotas to 
mountainous regions, since 
it has no regions categorised 
as mountainous. Arable com- 
pensation was inadequate, 
said Mr Walsh, while the 
Commission Should examine 


the depressive effects its pro- 
posals on beef would have 
on consumer demand for. 
sheepmeat 

For Spain, Loyola de Pala- 
cio del Valle-Lersundi com- 
plained that the package 
would have a disproportion- 
ately harmful effect on south 
European formers. She said 
reform proposals for the 
Olive oil sector would wreak 
“inestimable damage” to 


Spanish farmers. Proposals 
to limit olive aid to Individ- 
ual countries were unfair 
because they were based on 
production figures collected 
during a Spanish drought 

Louis Le Pensec of France 
said he was disappointed by 
the reform proposals, which 
offered no real solutions. It 
was a more expensive policy, 
yet it would not guarantee 
the Income of formers. Plans 
to give countries more dis- 
cretion were complicated 
and could prove impossible 
to apply. 

Lord Donoughue, for the 
UK, said the fundamental 
direction of the reforms was 
right. But the proposed 
c han ges to the dairy regime 
were too timid and it was 
“wholly illogical'’ to allocate 
new quotas to mountain 
areas whose producers were 
among the most marginal in 
the community. 

The UK felt direct pay- 
ments compensating for 
price cuts were too high. It 
was disappointed there was 
no reform of the sugar and 
sheepmeat regimes. 

Belgium's Karel Pinxten 
said farm incomes would foil 
by more than 10 par cent in 
his country if the reformer 
were implemented. He would 
reject them. 
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EUROPEAN COURT 
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Takeover conditions of 
German group annulled 


The European Court of Justice yesterday anmffled a 1903 
dedston by the European Co mmissi on that imposed cawdHom - r - 
on the takeover of an east German potash producer by Kafi & 
Sals, a west German company. The court argued that tha Com- 
mission had fafled to establish that the dee) would saw up th* 
European market In potash. : L - 

But In a landmark ruttng, the court upheld the Co mmteaiuu’ a 
right to block mergers in sectors where, although the kidMthsj 
company resulting from a merger may not be dominant. **^] 

group of companies are regarded as being jointly dominant 
sals had argued that Kail & Sate, together with France's Sq&m 
C ommerciete des Potasses at cte L* Azote {SPCA). wouM Unit \ 
controlled the European marines in potash. 

But SPCA objected to the fact that the conditions knpaeed by 
the Commission an Kan & Sat affected it directly, even though it 
had nothing to do with the merger. 

One of the Commfssfan’a conditions was that Kali & Sat 
should end the distribution agreement It had with the French 
company. Emma flicker, Brussels 
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UKRAINIAN SECTIONS 
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OECD criticises poll campaign 


The Organisation lor Security and Co-operation in Europe has 
sharply criticised Ukraine's parliamentary and local elections 
which were held on Sunday. The OSCE said the pre-election 
campaigns were “marred by Incktants ol violence, streets md 
actions against candidates and abuse of public office that npr»- 

sant serious shortcomings in the conduct of the campaign, aid 
raise questions about the neutrality of the state apparatus in the 
election'. 

The OSCE report concentrated on violations In local etocMons, 
but also pointed out many a tte mpts by the Ukrainian government 
to manipulate the national media. With 1B0 out of 225 c&stricts 
reporting parliamentary election resuite yesterday, the Communist 
party looked set to win over a quarter of the 4S0 Mats in parfia- 
mert. Its Socialist affies have strengthened since Monday's pre- 
Rrrinaiy figures and could take 20 to 40 seats. •• 

Two other parties which previously looked to have gabbed aver 
4 per cent of the vote, entitling them to seats hi paflement, have 
now faflan beck below this mark, at least temporarily. These are 
the pro-governme n t Agrarian party, and the oppoeMop Hremada .. 
(Community) party. Charles Clover, Kiev 
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FRENCH UNEMPLOYMENT 


Gradual reduction continues 


The gradual reduction In the number of French, jobless resumed 
In February after a brief reverse the previous month against the 
background of on increasingly strong economic recovery. 

February saw the number of people seeking jobs fefl by 7,300 
to 3.02m, a deefina of 0.2 per cere, according to labour ministry 
figures released yesterday. However, on the criteria of the Mor- 
nationai Labour Organisation, unemployment foil by 9,000 with 
12.1 per cent of the workforce out of jobs. 

On present trends, economists estimate the unemptoymert- - - 
level should fail below 12 per cent by June and reach boMten 
11.7-11.8 par cent at year-end. This compares with a high aM&5 
per cent last year. 

The fasted growing mea of employment continues to be ser- 
vices. The latest figures also underline the rise in youth employ- 
merit, thanks to government incentives, while the proportion of 
jobs being found by those SO years old is declining. Year-on-yaer 
youth unemployment has fallen to 23 per cent from 25 2 per cent 
of the total, while the proportion of jobless over 50 has grown 
from 9.5 per cent to 9.9 per cent Robert Graham, Paris 
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RUSSIAN MISSILE SALES 

Yeltsin reassures Athens 


Russia's president, Boris Yeltsin, eyeing future arms sales to. - 
Greece, reassured Athens yesterday that Moscow would not tack 
down over a controversial deal to deliver missiles to Cyprus. M; 

Yeltsin met Greece's defence minister, Akis Tsohatzopoutos, 5n a 
departure from protocol described by the Kremlin as underfolng - 
the "special prospects for Russian-Greek military and technical 
co-operation", Interfax news agency said. 

“Afr Yeltsin assured Mr Tsohatzopoutos of Moscow's deterrri- . 
nation to the contract to provide Cyprus with the S-300 enfi- • : 
missile defence system on time," Interfax said, quoting the Kranv \ 
lin spokesman, Sergei Yastrzhembaky. Turkey said last week : 
deployment of the surface-to-air missiles on the divided Wand, 
expected In September or October, could lead to fighting- Turkey . 
has about 30,000 troops on Cyprus, split since Turkish forces - 
invaded the north of the island in 1974 after a brief Greek Cyprk* ■ 
coup engineered by Greece. The Turidsh RepubSc of Northern 
Cyprus is recognised only by Ankara. The Greek Cypriot govern- 
ment, which fcs recognised Internationally, has about 10.000 
guardsmen on the Wand. Reuters; Moscow 
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TURKISH PRISONS 



Inmates take 27 hostages 
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Leftwing inmates at Turkish jails took dozens of prison guarcfe 
hostage and eat lira to cells yesterday h nationwide protests over 
jail transfers, prison officials said. 

They said the prisoners, affiliated to a tar-left urban gusnflia 
group, seized 12 warders at Bergama jail in western Tuttoy. Tj 
guards at a prison in Istanbul and few guards £fi an Ankara jaa- 
There was no report of any Injuries. 

The prisoners of the Revolutionary People's Liberation Perty- 
Front (DHKP-C) are demanding an end to transfers of taftwns 
Inmates from the western Buca jaa. Two senior prison officials 
were among the hostages. . 

Prisoners in Turkey's jaib are generally kept Jn open 
Instead of individual cells. Political groups are normally hen 
together to avoid violence with rival factions. _ 

Guerritas from DHKP-C have been Involved to rocket 
and killings of security force members In teg cities. Seven peopw 
died last year when police put down a riot at an tetanbulpr^^ 
Ten prisoners died In a similar incident the year before. Rauten *' 
Ankara 
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ESTONIAN TELECOMS SELL-OFF 
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ABN-Rothschild group to advise 

A consortium led by ABN Amro Bank N.V. and NM- RuiTBChBdS 
Sons has been appointed adviser to the Estonian government in 
the privatisation of a 49 per cant stake In Eesti Teiekom, the 
state-owned canter... _ - — 

The consortium, which Includes Nomura international and LM 9- 
bank, Estonia's largest bank, wffl advise the transport and art*' 
mtmications ministry and Eesti Telekom on the flotation, wWcn, 
according to sources dose to the deal, could yield up to 5200m. 
Raivo Vans, transport and comrnurfeations minister, has.b* 0 

authorised by the government to »gn the agreement, said a 

spokesman for. the mtojaby. Easti Telekom, a hokflng company 
has majority stakes in Estonia’s fixed-fine telephone monopoly 
end leading mobfie canter. 

The competition attracted bkfe from 17 feadfng Investment 
banksL an unprecedented number for a deaf of this size In 
Europe. Matej Vtpotnfk 
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Czech SE gets a watchdog at last 1 


By Joe Qook In Pragoe 

The Czech capital market, 
its credibility long tarnished 
by lack of openness and poor 
regulation, comes under the 
attention of a securities 
watchdog today for the first 
time since the Prague Stock 
Exchange opened for busi- 
ness in 1983. 

“It is the first step to 
rebuilding investor confi- 
dence in the Czech market," 
said Kamil Goca of Wood & 
Co, a Prague stockbroker, 
echoing the hopes of many 
in the finan cial co mmunity 


Kocharyan 
wins in 
Armenia 
amid poll 
suspicions 

By SeBna Mfiams 
in Yerevan 

Armenia's prime minister 
and acting president, Robert 
Kocharyan, has beaten his 
former communist opponent 
in presidential elections that 
were marred by niairwg of 
irregularities as soon as vot- 
ing started. 

With about two-thirds of 
the vote counted, the central 
election commission said Mr 
Kocharyan had 60.75 per 
cent of the vote, compared 
with 39.25 per cent for his 
rival and one-time leader of 
Soviet Armenia, Karen 
Demircfayan. 

But one western observer 
said the elections were 
rigged. The observer said 
turnout figures were suspi- 
ciously high, reaching 
almost Soviet proportions in 
same precincts in Yerevan. 

“There is no other way to 
explain such bizarre fig- 
ures." the observer said, 
referring to a precinct where 
turnout Jumped from 69 per 
cent in the first round two 
weeks ago to almost 99 per 
cent in the final round on 
Monday. "The pattern is the 
samp nationwide: high turn- 
out, with the extra vote in 
Kocharyan’s favour. The 
only explanation is that the 
ballot boxes were stuffed.” 
the observer said. 

Hie central election com- 
mission head, Khachatur 
Bezlrjyan. said many com- 
plaints bad come in on elec- 
tion day. but they bad been 
unable to find any concrete 
evidence to support them. 

Some 150 international 
observers with the Organisa- 
tion for Security and 
Co-operation in Europe scru- 
tinised the counting proce- 
dures. The OSCE said there 
were first round violations 
but would not issue a state- 
ment on the second round 
until all results are ln. 


“ Right now, the Czech’ 
Republic is absolutely 
avoided by foreign investors, 
especially institutional port- 
folio investors." 

It may be some time, how- 
ever, before international 
investors again cast a seri- 
ous eye over Czech stock. 
Their view of the market has 
soured thanks to a combina- 
tion of weak shareholder 
protection, poor disclosure, 
rampant insider trading and 
lax enforcement of existing 
laws. 

More fundamentally, cor- 
porate performance has been 


pom: and tire economy has 
slowed after last year's cur- 
rency crisis. GDP growth fell 
from &9 per cent in 1996 to 
Just 1 per cent last year. 

Investors may draw some 
comfort from the appoint- 
ment of the widely respected 
Jan Muller as head of the 
Czech Securities Commis- 
sion (CSC). 

The 29-year-old Mr Muller 
has earned respect at home 
and abroad for his consistent 
and outspoken advocacy of 
strong market regulation. 

Mr Muller was persuaded 
to apply for the job by Ivan 


Pilip, the finance minister. 
He takes a 50 per cent pay 
cut- by leaving his job as cus- 
tody manager at Commerz- 
bank in Prague -to head the 
commission. 

He will be joined by 
Tomas Jezek, a former priva- 
tisation minister who now 
chairs the Prague Stock 
Exchange, and Frantisek 
Jakub of the Securities 
Office. They will later be 
joined by two more commis- 
sioners as soon as suitable 
candidates can be identified 
and persuaded to take on the 
job. 


Respect for Mr Muller not- 
withstanding, there are res- 
ervations. among Investors 
and market participants 
about the CSC’s strength. 
Doubts stem from -the fact 
that the planned five-man 
board of commissioners' is 
nominated by the cabinet 
and approved Tjy.tfce head of 
state, which scans say could 
give rise to political patron- 
age. 

Moreover, the CSC win be 
financed by tbe state budget, 
not market participants, and 
it also lacks the power to 
issue binding roles. : 


' This has cast doubt on the' 
CSC’s ability -to quickly, 
respond to market develop: 
meats. ... 

If it sees fit,: to amend or 
issue’ rules, -it must submit 
its proposals to the finance : 
ministry for approval- Such 
a bureaucratic : procedure 
may cause delays, enabling 

less scrupulous, dealers to 

profit ' - 

M H the. commission doesn’t 
become reputable immedi- 
ately. investors will. never 
regain confidence in the 
Czech market,” Mr Goca 
■ said. - ■■ 



Gonventiorial assumptions bn European 
politics, cfo not apply, says Anatol Lieven 


FRENCH VOTING ATTEMPTS TO IMPROVE SYSTEM ARE THINLY DISGUISED EXCUSE TO B(CLUDE NATIONAL FRONT 


Chirac looks to electoral reform 


By Robert taham in Paris 

President Jacques Chirac 
has begun sounding out 
French political leaders on 
ways to overhaul the coun- 
try’s various electoral 
systems. 

The review, promised in a 
nationwide address on 
March 23, was prompted by 
the outcome of regional elec- 
tions in mid-March which 
saw moderate rightwing par- 
ties forging deals with the 
extremist National Front to 
retain hold of five of 
France’s 22 mainland 
regions. 

Among the first centre- 
right politicians to see Mr 
Chirac were Francois Bay- 
rou. a former education min- 
ister from the UDF group, 
and Alain Madelin, a former 
finan ce minister who was 
the most ambiguous among 
UDF leaders in denouncing 
deals with .the National 
Front 

Mr Chirac is formally 
pledged to find ways of 
improving the electoral sys- 
tem. But thin is a thinly dis- 
guised excuse to change the 
rules to exclude the National 
Front and to prevent the 
moderate right from disinte- 
gration. 

The immediate focus is on 
the need to put in place a 



Centre-right party leader franyots Bayrou gestures after meetbig President Jacques CMrae yesterday. 
Bahbid are ex-conservative ministers Jacques Barrot, PMUppe Douato-Btazy and Pierre Mehalgiette fiP 


more coherent system for 
the various elections which 
operate under different pro- 
cesses. Municipal and local 
elections use a first-past-the- 
post system, with a premium 
for the group that wins most 
votes to ensure a stable 
administration. 


Regional elections, intro- 
duced only in 1966. rely upon 
proportional representation, 
which encourages a plethora 
of parties and unstable rul- 
ing majorities. National par- 
liamentary elections in con- 
trast rely on a two-round, 
first-past-the-post system. 


.. All the umfa political par-, 
ties have talked of rewriting 
the rules for regional elec- 
tions for the past three 
years. The nine-month-old 
Socialist-led government 
said with same justification 
there was inniffirimt time 
to make changes before the 


March poll. But now the 
issue has become much 
broader than simply finrifog 
a more - effective .regional- 
electoral system. 

- For his part, Mr Chirac 
may .well be tempted tcboild 
a consensus around altering 
the rules for general elec-, 
turns. hi particular, he may 
seek to limit the second 
round run-off to only two 
contenders* This .would 
avoid the National’ Front,, 
which wins about 15 per cent 
of the vote, siphoning off 
support from the moderate 
right. At the same time tbe 
government may raise pres- 
sure for a cut in the presi- 
dential term to five years; 
from seven. 

The consultation process 
will last into next week end 
is expected to embrace aca- 
demics and constitutional 
lawyers. Lionel Jospin, the 
prime minister, is likely to 
fight hard behind th p 
to prevent Mr Chirac from 
reaping an advantage and 
giving too much of a helping 
hand to his demoralised 
allies in the Gaullist RPR 
and the liberal UDF. 

Neither party has yet over- 
come the shock of so many 
of their number breaking 
party discipline to align with 
the National Front in the 
regions. 


Olympic’s workers protest over cost-cutting 


By Kerin Hope to Athens 

The confrontation .between 
Greece's Socialist govern- 
ment and unions at Olympic 
Airways, the loss-making 
state carrier, deepened yes- 
terday as airline workers 
demonstrated outside parlia- 
ment in protest against draft 
legislation to cut costs. 

The cost-cutting package, 
which includes a three-year 
wage freeze, longer working 
hours and a ban on over- 
tune. is intended to produce 
savings of DrSObn ($157m) 
yearly over the next five 
years, transport ministry 
officials said. 


It is expected to result in 
some job losses as Olympic's 
workers will be required to 
sign individual agreements 
accepting the new working 
regulations. 

The government resorted 
to legislative measures after 
talks between Olympic's 
management and anions 
broke down on Monday. 
Olympic’s unions called a 
three-hour work stoppage 
yesterday, with backing 
from Greece's trade union 
confederation. 

Transport ministry offi- 
cials denied a report that 
Theodores Tsakirides, Olym- 
pic’s chief executive, had 


resigned after being 
harassed by militant 
protesters who stormed his 
office at the airline's head- 
quarters. 

The Socialists are commit- 
ted to restructuring Olym- 
pic, and three other loss- 
making state corporations 
which have accumulated 
heavy debts, as part of the 
effort to qualify for member- 
ship of the European single 
currency by 200L 

The government signalled 
yesterday that it would 
stand firm on public sector 
reform despite the dispute 
with Olympic's unions, 
which have traditionally 


been strong supporters of 
Costas Simltis. the prime 
minister; and his moderate 
wihg in the Panhellenic 
Socialist Movement 

Yannos Papantoniou, 
economy minister, said that 
Kimiiar legislative packages 
would be pushed through 
parliament if negotiations 
failed with unions at tbe 
Greek Post Office, Hellenic 
Railways and the Athens 
bus company. 

The three corporations 
have debts totalling more 
than Dr700tm. Olympic was 
allowed to write off almost 
Dr500bn in debt in 1994 as 
part of a restructuring 


agreed with the EU. 

However, losses last year 
amounted to DrfL5bn, mainly, 
because of salary increases 
averaging 20 per cent 
■ The government has 
threatened to shut down the 
airline if it fails to reach 
agreement with the 7.000 
workers on the restructur- 
ing, and re-open it under a 
new charter. • • • - 

If the crisis is prolonged, 
Olympic will be in danger of 
losing control of profitable 
routes to the Greek islands 
this summer, as domestic 
routes are due to be opened 
to international competition 
from July L 


H angary is challenging 
conventional' assmnp' 
tions about European 
politics as it prepares for its 
-.third, . free parliamentary 
elections since the collapse 
of communism m 1989- 
Whereae: political parties 
in a western European coon- - 
try can often be broadly clas- 
sifted as leftwing, liberal, 
centre-right and conserva- 
tive; such labels are mislead- . 
ing in-Hungary. Only the lib- . 
era! ..party, the. Free 
Democrats, really corre- 
sponds to its label. 

"Hungarian politics are 
really difficult for a for- 
eigner-, to understand.’ 1 
observed Gabor. Demszky. 
mayor of Budapest and a 
Free Democrat leader. 

‘ :This Is because, for several 
years now. the parties have 
indulged in an orgy of politi- 
cal cross-dressing. Hans tbe 
ruling ^leftwing” Socialists, 
successors to the Communist - 
.party,- have implemented the - 
most Ear-reaching privatisa- 
tion programme in the for- 
mer Communist bloc, giving 
the greatest encouragement 
to investment by multina- 
tional companies. 

" In 1995-96, the Socialists 
also implemented an auster- 
ity programme of unparal- 
leled severity, with espe- 
cially hamh results for the 
poor. Last year, they seized 
on yet ah other piece of 
“rightwing” clothing by 
signing a concordat with the 
Vatican guaranteeing a 
strong place for the Catholic 
Church in the education sys- 
tem. This infuriated their 
coalition partners, the Free 
Democrats, with their urban 
intellectual base and tradi- 
tional anti-clerical attitudes. 
As for rank-and-file Social- 
ists, used to strict party dis- 
cipline, they seem immune 
to further ideological sur- 
prise. 

Finally, the-- Socialists, 
once loyal to Moscow, then 
neutralist, last year scored 
two historic foreign policy 
succes&es by securing invita- 
tions to join Nato and to 
begin negotiations with tbe 
European Union. 

The Socialists are running 
in the May 10 elections on . 
this record, and above all on 
the argument that their eco- 
nomic policies have proved a 
triumphant success. Growth 
for this year is predicted at 
between 4 and 5 per cent, 
and the IMF praises the 
economy as- the most 
soundly based in the region. 

Partly in response, the 
main “rightwing" parties, 
the Young Democrats 
(Fidesz) and the SmaTlhrild- 
ers, are emphasising “left- 
wing" economic themes: 


attacking the’ disparities of i: 
wealth Created by the 
Changes under Socialist-Free !• 
Democrat rule, and demand- 
ing equality of opportunity, 
redistributive taxation, and 

of education and the a 

health sendee. 

Laszlo . Csaba, an econo- ; 

mist at the Kopint-Datorg : 
Institute in Budapest, said 

tbe policies' of the different 
parties - to some extent ; 
reflected their class base. 
The Socialists have close 
links with the businessmen : 
who emerged from tbe for- . 
tner Communist bureau- 
cracy. 

The opposition are sup- 
ported by the professional 
middle classes of the Com- 
munist. era - teachers, doc- 
tors and so on - who were 
the principal losers from eco- . 
nomic change. The Small- 
holders have strong support 
PTTinTig farmers. 

Mr Demszky traces the 
policies of the "right” to the 
traditional populist attitudes 
of Hungarian conservatism, 
coupled with the absence in 
post-Communist Hungary of 
a stable and prosperous mid- 
dle class. “Instead, we have 
an impoverished society In 
which the ‘right’ is based on 
the losers from the transi- • 
tion, who blame liberalism 
and the free market for their 
sufferings.” 

Until a few weeks ago, 
however, the opposition’s 
arguments did not seem to 
cut much ice with the elec- 
torate. Opinion polls showed 
the Socialists well ahead of 
the other parties. 

Mr Demszky said that the 
Free Democrats were 
unlikely to agree, .because in 
these circumstances the 
coalition would be too 
unequal and the Free Demo- 
crats would end up being 
suffocated by the Socialists. 

The latest opinion poll, 
published in the Magyar Hlr- 
lap newspaper, showed 
Fidesz running almost even - 
with the Socialists. This 
seems to reflect anti -Social- 
ist voters rallying to Fidesz 
as it becomes clear the latter 
has tbe best chance of oust- 
ing the Horn government 

A Socialist victory in May 
still seems probable. Even if 
a coalition of Fidesz and the 
Smallholders were to take 
power, most analysts think 
that economic realities, and 
Hungary's desire to join 
western Europe, would 
restrict the new govern- 
ment's ability significantly 
to change course. 

Having begun by stealing 
each other's clothes, tbe 
main parties may end up by 
all wearing variants of the 
same patch worked costume. 
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Advertising release 
for sale of shares by direct negotiation 

Tbe STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest. ^Stavropoleos Sheet, sector 3, is offering for 
VEiVTlL^TOR^^SAr accor( *™^ 10 ^ G° vemTnent Urgency Ordinance no.88/19v7a 51% of the issued share capita] of 

□ Registered Office: Bucharest, 44 Scigent Note street, sector 4. 

□ Fiscal Code: R40570S. 

□ Registration no, at CommerciaJ Register Office: J4QG7/1 991. 

□ Issued slock capital, according to tbe Uuesr records 

at die Commercial Registrar Office: 16,012475 thousand, ROL. 

□ Tbmoverin 1996: 17.556^91 thousand, ROL. 

□ Net profit in 1996: 1,980.049 thousand, ROL. 

□ Main scope of activity, manufacturing and trading of nxinsmaJ fans and of air conditioning equipment. 

Total number of shares ai a nominal value of 25,000 ROL each: 640.847. 

Tbe sham ownership structure is as follows: 

- 

O Stare Ownership Hind 59.996 

O Financial Investment Company Munffinia 4.608 

O Share owners through mas privatization 10.008 

Q Shares assigned ihroogh public offer 25388 

Tbe offer price for the 51% issued stare capital, Le. 326£48 shares fe 5#3&4B3 USD. 

The Company PRESENTATI ON FI LE required for subscription to the offer may be obtained at the State Ownership Fund, 
SOF-RDA BUSINESS CENTRE. OFFERS DIVISION of the fattziuiioDal Relations Department, Bucnresti, Set STAVROPOLEOS. race, , pbooe 


rice of L660 USD for 
FILE purchase date for 


04-01/3110493; 3123130; 3124231 and fox 04-01/3121841, dafly between 8.00 and 16.00 hrs. until 08.04. 1998, at a price of 1400 USD for 
f oragn gn aws or legal caa nca or ROL equivalent at National Bant exchange rate applicable on ihc PRESENTATK^S FILE purchase dale for 
Kormmsn qqzcrs oki 

This smn has to ibe transferred in advance lo the Stare Ownership Fund accounts: no. 25U.00QQ0Q0242J.00008 in USD at the Romanian 
Bank for Foreign Trade fBANCOREX) fix foreign investors, or no. 25114)0984)900224 in ROL, at the Romanian Bank for Devekipmert- 
Bochsrest Branch (BRD-SMB) for Romanian investors. 




Advertising release 
for sale of shares by direct negotiation 

Tbe STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest, 6. Stavropoleos Street sector 3, is < 
^^^dh^n^rtiaion^accorrfing to the Government Urgency Ordinance do .88/1 997a 51% of the issued share 


O Registered Office: Bucharest 319 Spfcrinl Independentra Street sector 6. 

□ Fiscal Code: 432984- 

□ Registration no. ag Commercial Regsrer Office: J40/1054/I99I 

. at tbe Co nmg^M R^^CT^ffice: 73,337,900 thousand, ROL. ' 

□ Tbnkmx in 1996; 39,863,631 thousand, ROL. 

D Net profit in 1996: 248)4.440 thousand, ROL 

□ Main scope of activity, manafnclaring of fanning md agricultural equipment 


Total number of shares at a nominal value of 25,000 ROL each: 3,013,516. 

Tbe share ownership structure is as follows: 

r '■ 77 7 ” " * - 

O Stare Ownership Fund ‘ -56.70 

O Share owDemhroggh mass pri v aiiraiiu n .43.29 

O Shares assigned u> the manager - 001 

.0 Shares ggripnerf through public offer - 

The offer price for the 51% isved sbwe capital, Le. LS&893 shares is 38,886466 USD. 


The 
SOF-RDA B 




to tire offer may be obtained at the State Ownership Fund, 
Relations D epartm e nt Bncure$ti. Sir. STAVROPOLEOS, ntB, phone 
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Israel 
defiant 
as peace 
bid fails 

By Judy Dempsey in Jerusatem 

Benjamin Netanyahu, 
Israel's prime minister, yes- 
terday brushed aside sugges- 
tions that Dennis Ross, US 
Middle East peace envoy, 
returned to Washington 
“empty-handed". 

Speaking to Jewish set- 
tlers in the West Bank who 
oppose any Israeli pullback, 
Mr Netanyahu said: “We’re 
no suckers. We don't give 
with oat receiving--" He said 
he had put forward “bridg- 
ing proposals" to the 
Americans, but the US State 
Department contradicted 
everything Mr Netanyahu 
said. 

"We have been unable to 
bridge the gaps on the hard 
questions, " said James 
Rubin, US State Department 
spokesman, reflecting the 
growing sense of frustration 
with Israel’s refusal to make 
any concessions over the 
amount of land it will 
hand bach to Palestinian 
control. 

The US wants Israel to i 
give 13 per cent of land back 
to the Palestinians in the 
second overdue troop pull- 
back. But such an amount of 
territory would not be suffi- 
cient to form a viable Pales- 
tinian state, a view com- 
monly shared by US and EU 
diplomats. 

In London a spokesman 
for the prime minister said 
Tony Blair might accept an 
invitation from the Palestin- 
ian authorities to stay in 
Gaza during his four-day trip 
to the mwridifl East. 

EEs office said it was "pos- 
sible" that the prime minis- 
ter would take up the sug- 
gestion pat forward by 
Yassir Arafat, the president 
of the Palestinian Authority. 
He would be the first world 
loader to stay in Gaza, sym- 
bolically boosting its ambi- 
tions towards statehood. 

Diplomats said Washing- 
ton would now have to 
decide what, if any, pressure 
it would exert on Israel to 
revive the peace process 
before patience among Pales- 
tinians runs out. 


Opec puts firmness 
of its grip to the test 


By Robot GorIm In Vienna 

During the next few months 
governments in the Gulf and 
other oil-producing regions 
wifi desperately be seeking 
signs that their co-ordinated 
output cut agreed early yes- 
terday by the Organisation 
of Petroleum Exporting 
Countries Is beginning to 
bite. 

The aim of the agreement, 
which also covers five non- 
Opec countries including 
Mexico and Norway, Is to 
shave around 2 per cent off 
world production of about 
75m barrels a day. That, say 
backers of the scheme, 
should be enough to rebal- 
ance the market, which Is 
awash with crude oil as a 
result of the Asian crisis, the 
mild winter, and an ill-timed 
rise in Opec production last 
November. 

However, world markets 
remained sceptical of the 
efficacy of the plan, and the 
price of oQ fell further yes- 
terday. 

Mexico and Norway will 
each reduce output by 

100.000 b/d as part of the 
global cut Individual Opec 
contributions range from a 

300.000 b/d cut by Saudi 
Arabia, the world's biggest 
crude exporter, to a 

30.000 b/d cat from Qatar, 
the small Gulf state that has 


consistently produced above 
its Opec quota. The cuts, due 
to be Implemented today, are 
outside the Opec quota sys- 
tem, which in practice is 
being ignored, although offi- 
cials in Vienna vehemently 
deny that the new pact her- 
alds the death of the old 
quota system: "This is a tem- 
porary fix to a temporary 
problem," said one. 

Coming months win he a 
testing tim e for the export- 
er’s group. Some of the cuts 
will be quite prominent: 
Kuwait is to halt all spot oil 
sales, while Saudi Arabia 
may make some deep reduc- 
tions in some of its sales 
contracts. Those from 
smaller producers will be 
harder for the markets to 
detect. 

There will also be ques- 
tions about whether they are 
fully implemented. After all, 
Opec's record for adhering to 
normal quotas is patchy at 
best So what makes the lat- 
est accord any different? 

"This time we're all hurt- 
ing." said one Gulf Arab del- 
egate yesterday in comment- 
ing on the financial damage 
that low prices has inflicted 
on manyvpil economies In 
the Gulf j and elsewhere. 
“They knew that if we didn't 
do anything the worse might 
happen.” 

In the case of Opec mem- 


bers such as Iran, Algeria 
and Nigeria, all of which 
were under considerable eco- 
nomic and political strain 
even before oil prices fell, 
"the worse” could include 
greater social unrest 

Officials also insist that 
the arrangement is even ben- 
eficial for Venezuela and 
Qatar, two chronic Opec 
quota-cheaters, as long as it 
delivers on the promise of 
stable if not higher crude 
prices. Both countries are in 
the midst of large-scale, capi- 
tal-intensive expansions of 
their energy sectors. They 
need higher prices to under- 
pin those expansions. 

But yesterday’s slide in oil 
prices sugge sts the markets 
believe a cut of l-5m b/d . is 
too little given the large 
amount of surplus crude in 
the world. "TO agree L5m is 
a lot,” countered one 
Kuwaiti representative. 

Opec officials say that 
even if the foil cut of L5m 
b/d does not materialise, 
those that are implemented 
will be big enough for the 
market to be unable to 
ignore them. "After all. It's 
better than having some- 
thing that people are not 
really committed to." 
insisted the Kuwaiti dele- 
gate. 

But what happens if oil 
prices foil to the recent nine- 



U. 


Saudi oil minister AH N%mi leaving the Opec meeting early 
yes t erday. The world's biggest exporter plans deep cuts Reuters 


year lows that prompted 
Opec and other big exporters 
to take action? Delegates 
said there was no "trigger 
point" that would automati- 
cally prompt new measures. 
But they note that the next 


Opec meeting is just under 
three months away should 
the latest cuts prove inade- 
quate to halt the price slide. 

Editorial Comment, Page 15; 
Market report, Page 26 


Veteran Botswana leader steps down 


By Mark Astarst n Gaborone 

Sir KetamiLe Masire stepped 
down after IS years as presi- 
dent of Botswana yesterday, 
as US President Bin Clinton 
paid tribute to his role in 
building Africa's strongest 
economy. 

His retirement coincided 
with the US president’s 
departure from Botswana, 
where he has spent three 
days, for Senegal, the final 
stop on his six-nation Afri- 
can tour. Festus Mogae, Bot- 
swana's vicepresident, will 
be sworn in as head of state 
today. 

Sir Ketumfie, 72, has pre- 


sided over one of the most 
remarkable economic suc- 
cesses on the continent. 
Between 1975 and 1990, 
exports of diamonds mined 
beneath the Kalahari desert 
fuelled annual gross domes- 
tic product growth of II per 
r-pnt, making Botswana the 
fastest growing economy in 
the world. 

With foreign reserves esti- 
mated at $5bn, the land- 
locked country is in the rare 
position for an African state 
of being a lender to the 
International Monetary 
Fund. The first diamond 
reserves were discovered in 
1567, a year after Botswana 


gained independence from 
Britain. 

Sir Ketumfie has pursued 
an ambitious development 
programme since 1980, when 
he succeeded Sir Seretse 
gh««n, Botswana’s foun- 
ding president. Diamond 
exports have increased ten- 
fold over the same period, 
funding the creation of an 
extensive public health and 
education system, and a 
14,000km road network. 
Economists expect continued 
buoyant growth of about 7 
per cent this year. 

True to the themes of his 
11-day African tour, Mr Clin- 
ton praised Botswana for 


espousing democracy and 
liberal economic policies. He 
landed the joint mining ven- 
ture between Sir Ketumile's 
administration and De 
Beers, the South African dia- 
mond producer, and cited 
Botswana as an example for 
other African states. The US 
was "determined to support 
all those who follow your 
lead,” Mr Clinton said. 

However, the economic 
boom has done little to alle- 
viate poverty in Botswana. 
According to official figures. 
47 per cent of the population 
live below the poverty line, 
youth unemployment is ris- 
ing, and a third of the sexu- 


ally active population are 
infected with the HIV 
virus. 

Support for Sir Ketumile's 
Botswana Democratic party, 
which has ruled since inde- 
pendence, has waned over 
the past decade. His retire- 
ment, a year before the next 
general election in 1969. has 
been widely interpreted as 
an opportunity for younger 
leaders to rejuvenate the 
party. This follows signifi- 
cant gains made in the 1994 
election by the Botswana 
National Front, the main 
opposition party, which com- 
mands strong support in 
urban areas. 


Lebanon 


lifts reserves 


By Roufa Khatef In London 

Lebanon raised tlbn in three 
and five year eurobonds yes- 
terday. double the umnunt it 
had originally sot^hc from 
international capital mar- 
kets. 

By boosting foreign 
exchange reserves, the issue, 
part of a programme to raise 
$2bn to restructure Lebanese 
debt, will buy the Lebanese 
central bank more time to 
support the currency. 

The huge demand for Leb- 
anese bonds masks underly- 
ing weaknesses In the econ- 
omy and the government's 
persistent efforts to ovoid a 
depreciation. According to 
Paribas, the lead manager, 
half the eurobond issue was 
sold to Lebanese banks, with 
the rest split between Middle 
Eastern and European inves- 
tors. 

Local banks have often 
been buyers of eurobonds, 
but bankers said the big 
demand this time was partly 
driven by an effort to help 
the central bank accumulate 
foreign exchange reserves. 

"The banks have dollar 
liquidity and they are aware 
that in the end they stand to 
lose from a depreciation of 
the currency," one banker 
said. 

Lebanon’s currency came 
under pressure when foreign 
investors in Lebanese Trea- 
sury bins withdrew from the 
market in the wake of the 
Asian crisis. Local Investors 
grew increasingly concerned 
about a spiralling budget 
deficit and a debt burden 
(largely domestic) which 
today has reached 95 per 
cent of gross domestic prod- 
uct. 

At the end of last year, the 
central bank averted a cur- 
rency crisis through heavy 
intervention on the currency 
markets, which led to an ero- 
sion of foreign exchange 
reserves. 

Since then, Rlad Salaxne, 
the central bank governor, 
has been rebuilding 
reserves, first by attracting 
at the end of December a 


tfuoiu Saudi Rovenm^jj. 
deposit. BSQOrn of whkfrwnt 
directly info foe 

The Saudi dopnrit **«.-• 

a tioom depart* 

Kuwait, and now Ihefcha b. 

eurobonds. 

Mr Salome said that n^ 
reserves' of tho central- bank 
were down, about Uoom 
since December and tatam 

estimate net .reserves farfon 
the eurobond ia&us m 
more than JBLSbn; 

According to bankers, pub. 
lie sentiment has xst yet 
turned i hr the pound’s 
favour, with local investas 
waiting for the government 
to prove it will stick by its 
projected public deficit flg; 
urts this year. . 

The Lebanese typically 
rush to change their money 
into dollars when they sane 
a political crista. The squab. ' 
bling between Lebanon's fop 
politicians could intensify 
with presidential elections 
expected in the autumn. 

In early March. Rafiq Har- 
iri, the prime minister, 
stormed nut of parliament 
after a dispute with NaMh 
Berrl. the parliament 
speaker, costing the central - 
bank an estimated SSQra to 
support the pound. 

The eurobonds will, be 
used to retire more expen- 
sive domestic borrowing or . 
peg the outstanding local 
currency debt at Its torrent 
level Mr Salome said the sit- 
uation remained stable and 
interest rates were not being 
raised to keep the Lebanese 
from dumping T-bUb. But he 
admitted that the market 
today "depends on tfrerpoUtl- 
cal scene". 

"The markets have again 
gained relative immunity in 
the short term with the 
$Um. and there are proutaes 
of more Arab deposits cant 
ing," said a banker. "Ytt tin 
fundamental Imbalances axe 
still there. It is like buying 
time in the hope that you’ll 
have structural adjustment 
in the economy and get 
through the presidential 
elections." 
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Competitive edge gained from open in g up new markets. Ju« one of die 
many opportunities attracting more and more companies to the Internet. Yet often, there just 
arerrt the right software lohidons u exploit the freedom of this new medium. 

To profit from the Internet's ome, service and cost benefits, you need to 
integrate it into your internal business processes and systems. An opportunity 
SAP* R73 r enterprise solution software already delivers you today 

More chan 40 R73 Internet applications can be installed immediately and 
productively: for example, they allow your customers to call up all order and 
delivery data direct from the R/3 system via Internet ordering systems. Similarly; 
your suppliers and business partners can be easily catered for as wdL It also allows 
ycnir staff and your customers to access information and carry out administrative 
tasks via the Internet from any location — of course ensuring at die samr txm«* 
greatest security for your internal data. 

A/3 not only gives you all the advantages of a network solution for your 
company - speed, flexibility and economic efficiency by directly linking aD 
departments - but also all the freedom you need on the Internet. 


f iPTlLfl lji C S /3 MitttMn for the Internet asd Intranet can be found 

oo our Web sit* at M&frwwMpxom. 

. . Ww««da^(wi77t»ttOmai»iieia!t4M 

Cndl pa jisiwai ffwwirit (43) 2*3900 Ud (09) 91333030 haw (1)35302000 

90) 53*3414 Orem (3)9240142 W w jnj (1) tS7B»Ub (036)6*791 

Msttarim* (0800)0225052 Knw (07) 52 MOO Mad (022) 0000909 booh (tt) ihmw 

Mmtaaf (0 1213 4471 11 Tataj (0*10) 3 91 94 92 UK (0ifri)BlSW« 
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The FT G UIDE TO WORLD CURRENCIES. pubEsbed in Malay’s 
newspaper aad covering over 200 curacies, is now available by dialing ite 
following amber from the hmdset of vtmr fa marfrim-, nap] 437 00L 
Ci)i? are chagol at SOfltain at all times, fix more nrfbnnalicn or assistance 

pteasephoae 017 1-873 4378. CCayliat help desk] 

WEgK^FK- Money Markets - Swaps 
Bonds - Market Comment - News 
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Tha.WbrWs Most Powerful Rxed-Line Quote System 
Mow Runs Just As Fast Over The Internet 
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Clinton’s sex life still on the 
satellites agenda as president gets back 

sell-off plan to business of keepng quiet 
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Intelsat, the Inter-govern- 
mental satellite org anisa - 
ti °n, yesteday announced it 
would spin off five satellites 
plus (me under ’construction, 
crattae a privatised com- 
pany called New Skies Satel- 
lites. 

T? 16 fledgling company 
will be the result of four 
years of tough negotiations 
between Intelsat's 142 mem- 
bers. It is seen by the US. its 
prime backer, as a first step 
towards total privatisation of 
the government-owned Intel* 
sat system, which provides 
voice, data and video ser- 
vices to over 200 countries 
and territories. 

The negotiators, who have 
been in talks for several 
weeks in Salvador, Brazil, 
were jubilant a deal was 
reached. “We've shown that 
an organisation of 142 dispa- 
rate countries can mate* fun- 
damental changes in its 
organisational structure in a 
positive way, one that pre- 
serves a fair competitive 
framework,'’ said Tony Tru- 
jillo, Intelsat spokesman. 

US officials envisage New 
Skies as u a commercially 

nimble” co mpany , free of the 
bureaucratic decision-mak- 
ing structure they say hin- 
ders Intelsat The company 
will be launched with assets 
of some $700m-SLbn, but no 
management structure, 
board or employees. Even 
the name may be changed. 


It will mostly provide new 
services such as television 
and internet transmissions. 
For the first months Intelsat 
will provide staff under con- 
tract; recruitment is under 
way far a chief executive. 

Initially, Intelsat will own 
10 per cent of the stock, with 
the other 90 per emit to be 
distributed to individual 
Intelsat members. Safe- 
guards have been agreed to 
ensure an arm’s length rela- 
tionship. Intelsat representa- 
tives will not be allowed to 
sit an the New Skies board. 
Intelsat has agreed to waive 
its immunity to prosecution 
for any antitrust activity in 
regard to the new company. 

The company will be 
incorporated in the Nether- 
lands. Once it has a manage- 
ment team in place, it will 
choose a home base and 
schedule a public share 
offering, the first of a series 
leading to a publicly held 
majority. An initial public 
offering (IPO) win be held 
within a year for at least 25 
per emit of the shares. The 
new company is seeking 
partners among existing sat- 
ellite companies. 

Legislation is moving 
through the US House of 
Representatives to try to use 
US market access to force 
Intelsat privatisation by 
2002. But Senator John 
McCain, Commerce Commit- 
tee chairman han intimatari 

he will kill the bill in the 
Senate. 


NEWS DIGEST 

US CAR INDUSTRY 

Foreign manufacturers’ 
plants key to growth 

New car assembly plants built by foreign manufacturers have 
accounted tor about half the growth in output of the US car 
industry during the 1990s. according to a study prepared for the 
Association of International Automobile Manufacturers. 

The trend has made foreign Investment instrumental in the 
US’s success in toppling Japan as the world’s biggest producer 
of cars and Bght trucks. 

The impact of Japanese and, more recently, European manu- 
facturers on the US’s biggest manufacturing industry is detailed 
in a report from the University of Michigan. It focuses on foreign 
companies in the US, rather than North America as a whole, and 
gives the first measures of the Impact of foreign investment on 
the US economy. 

This had also had a significant impact on competition In the US 
and stimulated an overhaul of domestic manufacturers, said 
David Cole, a professor at the University of Michigan and the 
main author of the report. There has bean a tremendous stimu- 
lus from the international side. We’re just a whole lot more pro- 
ductive, and the quality is much better as a result." he said. 

The influx of Investment by foreign manufacturers was 
prompted dialog the 1980s by the low level of the dollar, particu- 
larly against the yen, and the pofrticaJ pressure In the US tar a 
reduction in the trade deficit with Japan. Compared with 1986, 
when foreigners imported 4.19m vehicles and built only 700,000 
in the US, imports had fallen to 1.72m and domestic production 
risen to 2.37m by 1996. 

The new US production base has also provided a platform tor 
exports, according to the study. Foreign producers accounted for 
only 20 per cent of new vehicle safes In the US in 1996, but 36 
per cent of vehicle exports to other countries. With newer plants 
and a younger workforce, foreign companies have also outstrip- 
ped the domestic competition on measures like productivity and 
quality. Richard Waters, New York 

ECUADOR ELECTION 

Eight candidates register 

EJ^rt candidates have roistered to contest Ecuador's presiden- 
tial elections scheduled for May 31. In a surprise move, the 
vice-president, Rosalia Arteaga, resigned so that she can run as 
candidate for the Independent Movement for an Authentic Repub- 
lic (Mira) party. Congress must now elect a new vice-president 
from a shortlist provided by President Fabian Alsrcdn. 

The Social Christian party (PSC), one of Ecuador's most pow- 
erful political organisations, also confirmed its unusual decision 
not to field a candidate. With the PSC out of the race, the mate 
contenders we Jamie) Mahuad. the mayor of Quito and candidate 
for the centre-right Popular Democracy party; television journalist 
Freddy Ehlers, candidate tor the more leftwtng New Country- Pa- 
chakutik alliance; Rodrigo Borja, president from 1966 to 1992 and 
standing for the centre-left Democratic Left party; and Alvaro 
Noboa. candidate for the Ecuadorean Roidosist party of former 
president Abdald Bucaram. 

It no presidential candidate wins more than 50 per cent of the 
vote on May 31 there wIB be a run-off on July 12 between the 
two candidates with the highest vote. Justine Newso m e. Quito 


TAX PROTEST 

Rich give away $200,000 

More than 80 of the highest taxpayers In the US have each 
pledged to give away up to $200,000 Ip protest against the gov- 
ernment’s tax cuts last year. Just two weeks before the deadline 
for filing tax returns, the protest is part of a campaign to highlight 
how the bulk of last year's tax cuts are being enjoyed by the top 
1 per cent of taxpayers. 

. The protest campaign - called Responsible Wealth - draws on 
support from the heirs to the Rockefeller and Dupont family for- 
tunes, as well as retired entrepreneurs and chief executives. 

Their target Is the cut In capital gains tax, backdated to May, 
which sharply reduced the tax bIB on profits from the sate of 
investments from 28 to 20 per cent The reduction formed part erf 
a package of cuta worth SSObn over five yews. In a tax and 

spending budget which aimed to balance the federal budget by 

2002 . _ 

The tax cuts were largely presented as mJdoe-aass tax 
breaks, and Included a $500 credit to females far each chfid. But 

Robin Uoyd. one of the heirs to the owner of the Chicago Tri- 
bune. yesterday promfeed to donate $8,000 of her new tax 
breaks to various social and economic chanties. 

•I believe It Is time for people of wealth to speak out," sheaUd. 
■We don’t need this tax break; we shouldn't accept It. It is impov- 
erishing our commonwealth, and foe world our chBdren will 
Inherit." Richard Wotffe, Washington 


President’s absence has not dented appetite of his. tormentors; . 
for more details of alleged misdemeanours, says Gerard Baker 


'r'H: 


P resident Bill Clinton 
returns to Washington 
tomorrow from his 12- 
day interlude in Africa and 
gets hade to the important 
b usiness of avoiding answer- 
ing questions about his sax 
life. 

IF he bad hoped his long 
absence might have dulled 
the appetite of his legal, 
political *nri media tormen- 
tors tor more details erf his 
alleged misdemeanours and 
cover-ups, he will be 
abruptly disabused when be 
steps off Air Force One at 
Andrews Air Force Base. 

Although in his absence 
Congress hag been in one of 
its busiest legislative phases 
only «n*» issue — the allega- 
tions against the president - 
has the capacity to set the 
pulse of Washington’s politi- 
cal Site racing. 

In the last month the saga 
has turned into a grisly 
parade of women with new 
(and s o m etime s old) allega- 
tions about affairs with the 


president, of varying degrees 
of seriousness. Yesterday the 
New York Post produced the 
latest - an interview with 
Elizabeth Ward Graced, a 
former Ms Arkansas, who 
niirimg to have had a consen- 
sual affair with Mr nHrrtrgi 
when he was governor of 
Arkansas in iflaa 

White House nfffrialfl rting 
to the hope that the bewil- 
dering stream of new allega- 
tions will numb the public 
mind and perhaps obscure 
the issue of whether he com- 
mitted serious offences - 
from sexual harassment to 
obstruction of justice. 

There is indeed still little 
evidence to suggest that the 
public's very first verdict on 
the revelations - that, if 
true, they were, reprehensi- 
ble acts, but not ’matters for 
impeachment - has changed 

Tr ynrih 

But Mr Clinton's advisers 
know they are moving into a 
critical phase of the crisis, 
i In the next three months 


the various strands of the 
investigation of the presi- 
dent will begin to converge. 

On May 27 the case of 
Jones vs Clinton will be 
heard in a courtroom in 
Little Rock. Arkansas.- In a 
trial that is .expected to test 
about three weeks, Paula 
Corbin Jones will press her 
claim that, in 1991, the presi- 
dent sexually ten— i her 
by requesting oral sex, and 
then, when she refused, 
ensured she was discrimi- 
nated against in ho* job as 
an Arkansas state employee. 

At around the ttrrm i 
or perhaps even sooner, Ken- 
neth Stair, the independent 
prosecutor, is expected to 
present the results of his 
investigation to Congress. 
Many Republicans believe he 
will say be has enough evi- 
dence to support a criminal 
charge a got™?* the president. 

Mr Clinton’s lawyers , are 
working overtime to have 
the Jones case dismissed and 
many sexual harassment 
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Lmrinaky: allegations of affair have thrown former White House worker fate centra of *• storm 


lawyers agree the case will 
be a difficult one to prove. 
But if it does go .ahead, -the 
decision- will he in' the Tumife 
of a jury - a perilous state of 
affairs for any president. 

The criminal investigation 
by Mr Starr still looks to 
pose the .main threat to Mr 

fHintnn . - ; 

If the independent prose- 
cutor does produce a case 
that Mr ffiintnw had flu affafrr 
with Monica L ewin sky, or 
groped Kathleen Wfitey, two 
former White House work- 


ers, and then, lied about the 
Incidents, under 'oath and 
persuaded others to do the 
same, the case will enter a 
crucial political phase. - 
. The Republican leadership 
-is not.anxious to press for 
■ impeachment, given Mr Clin- 
ton's popularity. They plan 
instead to establish a com- 
mittee that wouldreview the 
case them make xettmranr 
datlons shout punitive 
’• _ 

In the nwmtiwA Mr CKn- 
ton -remains curiously 


inramnmnirflrin Be will DOt 
talk about the allegations 
other tfr »w to offer' simple 
denials, a policy that gives 
the continuing frenzy an 
oddly one-sided nature. But 
any effort to change the sub- 
ject to more congenial 
ground - the economy, the 
policy agenda - quickly 
stalls. 

; It. is not surprising the 
White House has scheduled 
many more long .foreign 
trips fix- -the. president this 
summer and a utu mn . 
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China to give 
investors 
airport role 


By Janies Hanttng in Shanghai 

China will open 
management of its airports 
to foreign investors this 
year, in an effort to help its 
overstretched civil aviation 
industry answer the 
demands of a rapidly grow- 
ing economy. 

Air traffic has more than 
doubled in China in the past 
five years, straining under- 
funded and ’.outdated air- 
ports. Beijing's commitment 
to opening the market for 
the building and manage- 
ment or terminals and ser- 
vices underlines the need for 
foreign capital 

Xia Xinghua, an official at 
the Civil Aviation Adminis- 
tration of China fCAAO. set 
out plans in a report pub- 
lished yesterday for reform 
of the airport industry and 
the introduction of Sino-for- 
eign joint management for 
Chinese airports. 

China’s debt-riddeu air- 
ports needed to “open wider 
to the outside world," Mr 
Xia said. “The CAAC will 
issue a regulation later this 
year allowing increased for- 
eign investment and foreign 
participation at senior man - 
agement level." 

Chinese companies will 
keep a majority stake in any 
joint-venture management 
operation, as foreign invest- 


ment will not be allowed to 
exceed 49 per cent of the reg- 
istered capital of an aviation 
business. 

The first joint venture air- 
port is being developed in 
Wuhan, central China. New 
World Infrastructure of 
Hong Kong has agreed to 
provide capital and managp- 
ment expertise to build the 
new Tlanhe Airport 

Beijing launched a plan to 
build, expand and upgrade 
China's airports over five 
years, starting in 1996. This 
year alone, the government 
expects to build or expand 13 
country-wide. 

Central government spend- 
ing is focused on investment 
In air traffic management, 
flight operations and run- 
ways. The CAAC is seeking 
to draw more foreign funds 
into long-term investment in 
building airports. 

Under the reform plans, 
borrowing, lending and rent- 
ing will be introduced to 
build and manage terminal 
areas. Foreign investment 
will be encouraged in 
ground service, aircraft 
maintenance and hotels 

Mr Xia said more airports 
would be listed on stock 
exchanges, to attract fresh 
funds for expansion. Beijing 
Capital International Airport 
will be restructured for 
international flotation. 


PROVISIONING RECHJIRBAENTS EXTRA CAPITAL MAY HAVE TO BE RAIS ED TO B UTTRESS SOLVENCY . 

Thailand tightens bank rules 


By Ted Bardadce in Bangkok 


Thailand's central bank 
yesterday tightened provi- 
sioning requirements for the 
country's commercial banks, 
bringing loan classification 
rules up to international 
standards and meeting a key 
stipulation of the country's 
agreement with the Interna- 
tional Monetary Fund. 

The new rules, to be 
phased in from July l, are 
expected to lead to addi- 
tional provisioning of more 
than BtLOObn (t2.6bn> by 
Thailand's banks this year 
alone, the central bank said. 

Thai banks are scrambling 
to raise new capital to meet 
the new requirements with 
mixed success. They have 
been given until the end of 


2000 to meet the full new 
provisioning levels. 

The hefty new provisions 
required may force Thai 
banks to raise more capital 
than they originally 
intended, analysts said. 

Yesterday Moody’s, the 
international rating agency, 
downgraded Thailand's five 
top banks to far below 
investment grade, saying 
that “reported levels of 
delinquent loans do 
not . . reflect the full impair- 
ment of banks’ asset portfo- 
lios" and that the amount of 
new capital raised so far “is 
still well below levels needed 
to restore the system to fUH 
solvency". 

Under the new rules, 
banks must set aside 
reserves equal to 1 per cent 


of all lending and 2 per cent 
far all loans on which one 
payment had been missed. 

Additionally, loans for 
which a payment has not 
been made for more than 
three months .will be. classi- 
fied as non-performing or 
substandard. 

Previously borrowers 
could be behind on pay- 
ments for six months before 
die loans were classified, as 
non-performing. The provi- 
sioning rate for substandard 
loans was raised to 30 per 
cent of the value of the loan 
from 15 per cent. 

Doubtful loans will be 
those that have not been ser- 
viced for six months, com- 
pared with 12 months before, 
while those unserviced for 
aver 12 months will be 


regarded as bad debts, Provi- 
td onl n g levels 1 will be 50 per' 
cent and 100 per-cent respec- 
tively. . ' : . 

Banks will no 'longer be: 
allowed to - book accrued: 
interest' as income, nor win 
they be able to ; take collat- 
eral levels into: account 
when classifying their loans. 
They will be able to deduct' 
the value of (bilateral from 
provisioning amounts but 
only under much tighter, val- 
uation standards. 

Finally, the central bank is 
seeking to. crack down bn. 
the practice of rolling over 
bad leans and then classify- 
ing them as performing. 
Loan restructuring will 
come under intense scrutiny 
from the central bank. 


Power company board replaced 


By Ted Banfadu 


The Thai cabinet yesterday 
replaced most board mem- 
bers of the state-owned Elec- 
tricity Generating Authority 
of Thailand (Egat) in a sur- 
prise move that could lead to 
labour unrest at one of the 
country’s largest companies. 

A government official told 
reporters that the cabinet 
had made the changes to 
“improve efficiency” but the 
sensitive announcement was 
left out of the traditional 
weekly review of cabinet 
decisions. Analysts believe 
the move is intended to pave 


the way for the further pri- 
vatisation of the utility, 
which last year shelved 
plans to spin off generating 
units under pressure from 
its powerful union. 

The new board includes a 
n umb er of technocrats from 
other state agencies known 
to favour further private par- 
ticipation in the electricity 
sector. 

Among them is Piyasvasti 
Amranand, secretary general 
of the National Energy Pol- 
icy Office, who is considered 
by many to be Thailand's 
leading proponent of Egat 
restructuring but who is 


widely distrusted within the 
authority. 

Egat is In the middle of 
Asia's largest independent 
power producer scheme, a 
$6bn programme that will 
see the authority take most 
of its new generating capac- 
ity from private companies, 
most of them from Japan, 
Europe and the US. But a 
plan to spin off some other 
plants, either already built 
or under construction, has 
stalled and the Egat board 
has resisted selling off far- 
ther stakes in its listed sub- 
sidiary. Egco. 

In a statement late yester- 


day, the Egat union said it 
would submit a letter of pro- 
test today to the prime min- 
ister, Cbuan Leekpal, asking 
himi to reconsider the deci- 
sion immediately. It said ft 
did not oppose any particu- 
lar individuals but warned of 
its opposition to privatisa- 
tion. - - 
The Egat union is Thai-, 
land's strongest workers' 
organisation, with up to 
40,000 members. In .1995 
workers took to the streets 
and forced Banham Silpa-ar- 
cha, then premier, to back- 
track an a decision to make 
changes to the Egat board. - 


Hong Kong settles down to 
life with its Beijing masters 

John Ridding reports on the concerns of the Democratic party 
as opinion polls find the ‘China issue’ is receding in importance 


O n Martin Lee’s wall 
hangs the front page of 
a newspaper from 1995. 
Democrats Surge To Victory, 
it reads, above a photograph 
of Hong Kong's Democratic 
party leader, brandishing a 
triumphant V-for-Victory 
sign. 

As campaigning gathers 
pace for elections next 
month for the territory's 
Legislative Council to 
replace the provisional legis- 
lature which was installed at 
the handover last year. Mr 
Lee plays down the prospect 
of a repeat performance - at 
least in terms of seats. . 

“We [the democratic camp] 
are counting on the same 
support as in 1995, that is 65 
per cent of the popular 
vote," he says. But that sup- 
port. he predicts, would lead 
to half the number of seats 
secured In 1995. about one- 
quarter of the total. 

Mr Lee’s calculations 
reflect the rule changes for 
the forthcoming poll, the 
first since the territory’s 



Lea; "Wa have no guarantees—' 

return to Chinese sover- 
eignty last July. 

While the number of seats 
remains unchanged at 60, 
the 20 directly elected seats 
will be contested under pro- 
portional representation, 
rather than the first-past- 
the-post system used in 1995. 
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The 30 seats going to func- 
tional constituencies, busi- 
ness or professional group- 
ings. will be filled through a 
sharply reduced franchise 
cut from some 2m to about. 
230,000. The remaining 10 
seats will be allocated by an 
election committee, compris- 
ing representatives from 
business and social groups, 
and Hong Kong members of 
mainland political institu- 
tions. 

Tung Chee-hwa. Hong 
Kong's post-colonial leader, 
says the system is in line 
with the Basic Law. the ter- 
ritory's constitution, and 
marks a step towards univer- 
sal suffrage. The widening of 
the functional constituency 
franchise under Chris Pat- 
ten, the last British gover- 
nor, marked a departure 
from the purpose of these 
bodies, the government adds. 

But Mr Lee and his fellow 
democrats view the rules as 
a significant step backwards. 
The complex rules, says the 
party leader, are designed to 
curb their presence in the 
legislature. 

That Is not Mr Lee's only 
concern. At the top of his list 
of concerns is the rule of 
law. including the recent 
decision not to prosecute 
Xinhua, one of Beijing's 
main organisations in Hong 
Kong, for an alleged breach 
of the territory's privacy 
ordinance. He also condemns 
a government bill 
described by officials as a 
technical change - which 
could protect mainland Insti- 
tutions from some Hong 
Kong laws. 

"This bill is a major threat 
to the rule or law," he says. 
“The perception will be that 
Hong Kong is moving 
towards the mainland sys- 
tem of rule by law, where 
the state uses laws to control 
the citizens." 

Freedom of speech and 
press freedom are also on 
the agenda following strong 
criticism on Radio Televi- 
sion Hong Kong, the govem- 
ment-frinded broadcaster, by 
a Hong Kong adviser to 
China. 

After a demand for univer- 
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SoiMar Hong Kong Toatm 


Financial reserves surplus increases by 10% 


Hong Kong's exchange fund, 
which holds most of the 
territory's financial reserves, 
raised Its total surplus by 10 per. 
cent in 1997 to HK$190J2bn 
(US$24.5bn), the Hong Kong 
Monetary Authority announced 
yesterday, John Ridcfing 
writes. 

Combined with the foreign 


currency assets of the territory's 
Land Fund, which Includes 
proceeds from government land 
sales, Hong Kong had total 
foreign currency assets of 
US$96.7bn at the end of 
February, the third largest In the 
world. 

The size of the reserves has 
provided protection for the 


territory's -currency peg to the 
US dollar, which has survived 
the wave of devaluations that 
has swept across the region 
since summer last year. The 
reserves cover notes and coins 
to circulation almost eight times, 
and Hang Kong dollar Ml 
money supply almost four 
times.. 


sal suffrage, these issues 
provide the main planks of 
the party’s platform. But Mr 
Lee also cites broader con- 
cerns. In spite of the smooth 
transition, be says, and the 
apparent lack or Interference 
by Beijing, China had 
already achieved control of 
the main political institu- 
tions, including the legisla- 
ture. “We have no guaran- 
tees we can continue to 
exercise our freedoms," he 
says. 

Nor does Mr Lee take 
much comfort from the 
international community. 
“Europe and (he US are for- 
feiting their claim to be 
champions of democracy and 
h uman rights," he says. “I 
am not an advocate of a cold 
war. but I find it odd they 
are so prepared to make 
exceptions or give excuses 


for human rights issues.” 

If perceptions of China are 
changing in London and 
Washington, however, they 
have also changed in Hong 
Kong. A survey by Baptist 
University earlier this year 
showed China had receded 
sharply among political 
issues, overshadowed by the 
economic downturn. - 

“The China, factor is dead, 
or nearly so," says Michael 
De Golyer, head of the uni- 
versity’s transition project. 
Its survey showed more than 
60 per cent of respondents 
were satisfied with China’s 
handling of Hong - Kong 
affairs, compared with 17 per 
cent in September 1995. 

For a party known to be as 
a robust critic of China’s pol- 
icy towards Hong Kong, that, 
could spell problems at the 
polling booth. But Mr Lee is 


confident. The Democrats 
were never a one-issue party, 
and their support for the 
lower sectors of society 
Strikes a chord during the 
economic downturn. 

While Hong Kongers are 
no longer so fearful of China, 
Mr Lee is sure they still 
want a strong advocate in 
dealings with Beijing and 
the local goveriunent. Dissat- 
isfaction with the provi- 
sional legislature, adds Mr 
Lee, will encourage voters to 
his camp. 

. Such sentiments are evi- 
dent in opinion polls, most 
of which give the Democrats 
a big lead. But many are 
undecided. The immediate 
task, for Mr Lee, is to make 
them swing his party's way 
bn polling day. Much harder 
by far, is turning gains into 


Manila in precautionary IMF deal 


By Justin Matttai m Manila 


The Philippines today enters 
a two-year “precautionary 
arrangement” with the Inter- 
national Monetary Fund 
worth $i.37bn in standby 
aid, just five days after 
graduating from Its Last pro- 
gramme and 35 years of IMF 
supervision. 

Manila has been malting 
much of the successful com- 
pletion on Friday of the 
country's 23rd IMF pro- 
gramme in three decades, 
particularly when the coun- 
try's larger neighbours - 
Indonesia, Thailand and 
South Korea - are aU return- 
ing to the IMF's fold. 


President Fidel Ramos 
said it sent strong signals to 
international investors that 
the Philippines had been less 
damaged by the Asian crisis 
than other regional econo- 
mies, a view increasingly 
endorsed by economists. 

The new precautionary 
arrangement is designed to 
shelter the country from any 
further effects of the crisis in 
the event of renewed pres- 
sure on foreign exchange 
reserves. At some $9bn. they 
represent l«ss than three 
months' imports. 

“The authorities have 
expressed their intention to 
treat the arrangement as 
pror mtionary, and will draw 


on the credit only if neces- 
sary,” the IMF -said. 

The arrangement contains 
key macroeconomic aims for 
the next two years, includ- 
ing the slowdown of growth 
in gross national product to 
3 per cent this year and 5 per 
cent In 1999. Earlier this 
week, the government 
unveiled “sustainable" 
growth targets for the next 
25 years, projecting average 
GNP growth of 4J) to 6.1 per 
cent from 1999 to 2004. 

The IMF also seeks the 
curbing of Inflation to 8 per 
cent In 1998 and &5 per cent 
in 1999, and a Hall in the cur- 
rent account deficit to 3.1 
per cent of GNP this year 


NEWS DIGEST 


VIETNAM flNANCIAL TROUBLES 


Bail-out for private bank 
iriHoGhi^ 

Vietnam's central bank said yesterday rtwas organising the 
.bailout of a trailed eemHpdvats bankinHo CM Mlnh Ctty^ sig- 
nalling Hanoi's determtootfon to avofcf.a coOapse in confidence Tn 
4ts debt-ridden financial sector. Lncallaariks were hit-last year by 
-a string of defaults and. corruption scandals, many stifl unre- 
solved, which stem from unsecured lending by baric officiate to 
business associates. . . ■ 

r - That has presented the communist authorities with the awk- 
ward choice of efthe* afl owing some poorly rurr.benks to faff - 
thus signalling a commitment to encouraging tighter commercial 
practices.- or propping up faJHng banks to avoid a cofiapae to 
already tow popular confklaric& to tho banks. 

■ ‘ Depositors at the Nam Do jotot stock bank, the latest victim, 
had- rushed to withdraw fonds to recent days after it became 
apparent that its fiabflittes exceeded its assets, put at 50bn dong 

($3. 85m), the official Saigon Times Dafly said. A “soft loan* from 
the central bank cushioned the impact and ensured the bank 
could meet its obfigatians. Jeremy Grant, Hanoi ' 

MALAYSIAN AGREEMENT 


Finance companies to merge 

Bank Negara. Malaysia's central bank, said yesterday it had 
secured agreements to consolidate the country's 39 finance com- 
panies toto eight The central tank had 'set Its sights, at the start 
of the year,' on having just five or six finance companies by yes- 
terday's deadline and, to encourage thi6 the government was 
forced to offer a one-year guarantee to protect them against fur- 
ther reduction to the value of the acquired assets. 

. “It's a good step,” said Neil Saker, head of regional economic 
research at SocGen-Crosby. “The next step wiB be the banks, 
which win be a bit more tricky.” SheOa McNulty, Kuala Lumpur 


AUSTRALIAN TRADE 


Export boost cute deficit 

Australians' Improved export performance in February helped cut 
Hs trade, deficit by 42.3 per cent to A$321m (US$21 5m) from Jan- 
uary's A$656m, according to figures released yesterday. The 
improvement surprised economists, who had forecast an average 
of about A$500m, in Bne with the rapid deterioration to the coun- 
try's export performance since September. 

However, the Australian Bureau of Statistics survey showed 
exports, of goods and services rase 2 per cent, month-on -month. 
White Imports remained virtually flat In spite of tha better than 
expected figures, economists stuck to forecasts that the down- 
ward trend would continue, largely because of the Aslan eco- 
nomic crisis. Mark Mulfigan, Sydney 


TRADEACCOUNT , 

Thai exports fall 7.9% 

Thai exports feB to $4.19bn during January, down 7.9 per cent in 
.dollar terms over the same period a year before and down 15.6 
per cent from a month earlier. The figure shows that Thai export- 
ers have yet to exploit fully the competitiveness edge gamed from 
the baht’s depreciation to the middle of last year. 

Still, the country’s trade account was $869m in surplus during 
January, as Imports tall 45-1 per cent year-on -year to $3-32bn. 
Many Thai exports have a high import content. The cment 
acoount-ateo posted a surplus of $1.23bn, up from the SI.IBbn 
surplus shown to December. Ted Buttocks, Bangkok 


PAKISTAN PRIVATISATION 

Sharif orders faster sell-off 

Nawaz Sharif, Pakistan’s prime minister, has ordered that the pri- 
vatisation programme be speeded up to response to growing crit- 
icism that efforts to turn around the public sector are faltering. 

The move follows growing losses at state companies such as 
the Water and Power Development Authority, the largest power 
utffity, which is owed at least Rs39bn (3884m) by consumers and 
other companies. Officials say Pakistan Raflways has run at a 
loss for almost a. decade. 

"There is a haemorrhage to the public sectcr which has to be 
stemmed In order for the country to pull out of the continuous' 
cycle of fiscal and financial Indiscipline, mismanagement and bor- 
rowing ” said Mr Sharif, In a speech to a privatisation conference 
to Islamabad this week. Farhan Bokhari, Islamabad 


and 2.7 per cent in 1989 (5.2 
per ceit last year). 

Besides comprehensive 
banking refo rms, the coun- 
try needs to implement a 
tough package aimed at rais- 
ing domestic savings, main- 
taining low inflation, partic- . 
ularly in. the public sector, 
and reducing widespread 
poverty, the IMF added. 

lire stock market has put 
an some 50 per cent since 
January and the peso has 
recently stabilised at about 
38 pesos to the . US dollar 
from a low ol 46.55. But 
uncertainty still hang s over 
the country, with presiden- 
tial elections due in six 
weeks. 


. FINANCIAL ADVISORS 

The Export-Import Bonk of the United States, official export credit 
agency of the U.S. Government, is seeking financial advisors to 
assist In structurihg and negotiating Bmttad recourse prp)oct finance 
transactions In developing countries. S o Sd tet ion doctanenta wB be 
evaflatde March 30, 1998 

To qualify far contract awards, a financial advisory firm must have 
extensive Int ern a tional experience In fcntted recourse project finance 
in two or more of the sectors and devetaping countries in which Ex- 
tol Bank's business Is dfcected. The firms must have served as a 
finan cial advisor to sponsor or tender groups, aanwd as an arranging 
bank or technical bank, or have ffirect fencing experience In projects 
in developing countries that have ac Waved financial dbse. 
Addbonaty. the firm must demonstrate knowledge of inport credit 
agency policies and Organization of Economic Cooperation and 
Development and Berne Union arrangements. > 

For mote information please fax your request td the Office of 
Administrative Services at 202-565-3528 or visit www.eatlm.ffov on 
the World Wide Wob. 


NOTICE OF SUSPENSION PERIOD TO THE HOLDERS OF 


ussao, 000,000 

FIRST MTSMATOfUL COMPUTER, MCL 

(Incorporated with knlted lability In Taiwan, RgukOc ot Chine) 

1 per cent Convertible Bonds Due 2004 (the “Bonds”) 

C1BU* Number: 972653’AAB CMS t T95S73AA6 

NOTICE AS HEREBY GIVEN to the holders of the Demanding Basis of 
First Imautional Com paw. lac. (the “Company") that the Company win bold 
die Board Meeting (about distributing earnings or capital king capital reserves to 
shareholders) oo April 10, 1988. la accordance with the Term* and Cboditions of 
lire Bonds, (be bondholders' right iberaunder n convert say bond into ibe 
Company's Shares shall be snspeaded and ahaO not be exercisable daring (he foL 
towtag period ltt»“So*pen»oe Period”); 

The period from (be sevesib day prior Ibe Beard Meeting (April 10. 1998) np 
tn md including the “Record Day”. 

The next CoosoDdatioa Date is hereby determined os April 2. 19M. Is aider to 
be bdoded rn the aforetneatioaed CoaaoLidadaa Dale, boldos wishing n> convert 
their bonds mus( submit (heir notice of omirosfeu and (he bonds no Later than rt«- 
etoae of business Oo April ], 1 998 tilbe office of tteCouvmiw Agent 

BoodhoUert sbrahf conmb with ike Terns and Qmfiurmt cf ibe Baade con- 
tained in the Offering Circular doled fdarck 6. 7997 for specific: provisions con- 
canung die convenlcn righu attacking to Ae Bonis. 

Rzsr Inibnatkmal OoMivm, Inc. 

OIZMMCO BY: CmBANK, KJL, asConvereioaAgmi 

Dyed: Match gl, 1998 
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Sl“?...9.! : CREDrr INDONESIAN COMPANIES TO USE PILOT PROJECT BACKED BY $1bn FROM CENTRAL BANK 


Jakarta push to lift trade confidence 


By Sander Thoeaes ta Jakarta 

'nred of waiting for bilateral 
Jrade guarantees, Indonesian 
importers and manufactur- 
ers will seek to pick up busi- 
ness this week using $itm in 
government funds as back- 
ing for their letters of credit 

Indonesian imports, and 
many exports, collapsed 
early this year after most 
foreign banks began reject- 
ingle tiers of credit Mowing 
concern over the viability of 
Indonesian banks. Sven a 
blanket government guaran- 
tee covering commercial 
banks was dismissed 
because of the heightened 
risk. 

Now, Anton Supit, chair . 


man of the Indonesian Foot- 
wear Association, said 16 
textile companies eight 
shoe producers were eligible 
for a pilot project to open 
letters of credit with six 
state banks, which would in 
turn have the letters con- 
firmed by io co-operating 
foreign banks. 

As backing for the letters. 
Bank Indonesia, the central 
bank, has already deposited 
$lQ0m in each of five foreign 
banks and will soon deposit 
another $100m each in five 
other banks. Most of the 
funds will be used to bads 
imports of foods and medi- 
cine but products such as 
leather, needed for shoe 
manufacturing, will also be 


eligible. Mr Supit said the 
aim of the project was to 
show that some Indonesian 
banks and companies could 
still meet obligations. 

Many are still importing, 
using Singaporean letters of 
credit and foil cash deposits. 

“It’s meant to revive confi- 
dence." Mr Supit said. “So 
that other countries start to 
believe in us agai n ." 

“It's a good start." said 
David Hawkins, chief execu- 
tive in Jakarta of Standard 
Chartered, one of the partici- 
pating banks. "At least it 
gets some trade going. It's 
limited In shape but it 
should go ahead quite 
quickly. 

"There is no real risk far 


the banks because the cash 
is already there.” 

Mr Supit welcomed offers 
for bilateral trade guaran- 
tees but said only. Australia 
and the US had so far come 
forward, and even such guar- 
antees had only a limited 
effect in reviving trade. 

The US guarantee would 
only back US products, such 
as leather, while most Indo- 
nesian shoe manufacturers 
used Argentine or Korean 
leather. This was cheaper 
and of a different quality, he 
said. 

More Importantly. Mr 
Supit said, bilateral guaran- 
tees applied only to the for- 
eign bank which confirmed a 
letter of credit, but did not 


give Indonesia’s cash- 
strapped banks any incen- 
tive to issue such letters. 

Most stm require 100 per 
cent cash deposits, some- 
thing only the most success- 
ful companies can afford. , 

Many bilateral trade guar- 
antee schemes have been 
held up until Indonesia 
agrees with the Interna- 
tional Monetary Fund on a 
renegotiated reform packa g e. 
Agreement is expected later 
this week. 

Only about S5m of the 
9400m US guarantee and 
none of the unlimited Aus- 
tralian guarantee has. been 
drawn on this year. Japan's 
offer of Wtm includes $lbn 
in preexport financing that 


is not tied to Japanese prod- 
ucts, and Germany has ear- 
marked DMSOm ((27.4m) for 
supporting exports by small 
«nd medium-size enterprises. 

Singapore offered Sflajuit 
had proposed a multilateral 
guarantee to include pre-ex- 
port . financing, but other 
nations preferred . bilateral 
export credits which are 
easier to defend at home. 

Indonesian exporters also 
face escalating shipping 
costs as they have to bring 
in empty containers due to 
the fall in imports. 

The Indonesian Textile 
Association said it had found 
only half the 300 containers 
needed this, week for gar- 
xnent 


Egypt 
looks to 
Jordan 
sell-off 
deal 


By Rmda Khalaf In London aid 
Mark Huband in Cara 


An Egyptian financial 
company is set to win the 
mandate to assist in the pri- 
vatisation of Jordan's 
cement producer, boosting 
Egyptian financial compa- 
nies' efforts to expand in the 
rest of the Arab world and 
establish Cairo as a regional 
financial centre. 

EFG Hermes, the leading 
Egyptian investment b ank. 
is expected to be selected 
over nine international 
investment banks, including 
Salomon Smith Barney. Citi- 
bank and Merrill Lynch, to 
advise the Jordanian govern- 
ment on tbe 33 per cent sale 
of Jordan Cement Factories. 

EFG Hermes will look for 
a strategic partner or float 
the shares on the Amman 
stock exchange. 

Jordanian officials said 
EFG Hermes’ experience in 
the privatisation of Egyptian 
cement producers gave it a 
high score on technical eval- 
uation. in addition to having 
offered a highly competitive 
price. 

EFG Hermes bandied the 
1996 sale of lm shares in 
Egypt’s Amreya Cement 
company. 

“We elected to go alone 
[on this deal] rather than 
jointly with another com- 
pany, because we felt our 
experience in Egypt had 
given us the expertise to 
handle this sale." said Has- 
san Heikal, director of 
investment banking at EFG 
Hermes. 

"We can move into any 
country where business is 
relatively open, and Jordan 
is the one we have started to 
focus on," Mr Heikal added. 

Jordan Cement Factories, 
with yearly production of 4m 
tonnes, enjoys a monopoly 
until tbe year 2001. 

The company is estimated 
to have made JD8m (SI 1.4m) 
in profits on JD77m In sales 
last year. The government 
owns 49.6 per cent of the 
company, with most of the 
rest in private sector hands. 

Cement privatisation is 
only one of several govern- 
ment sales planned this 
year The government is tak- 
ing over tbe debts of Royal 
Jordanian, the national air- 
line, and spinning it off into 
a debt-free subsidiary. 

Some 40-60 per cent of the 
shares of tbe subsidiary will 
then be sold. Jordan is also 
selling 40 per cent of its tele- 
coms company to a strategic 
partner, and the government 
is currently evaluating two 
offers on the table. 

For an Arab investment 
bank to participate in tbe 
privatisation in another 
Arab country is just one sign 
of the efforts under way to 
integrate Arab markets and 
economies. 

With a successful privati- 
sation programme and a 
stock exchange with S20bn 
in capitalisation. Egypt is 
billing itself as the economic 
leader of a group of Arab 
countries which have stabi- 
lised their economies. 

Egyptian officials say this 
group includes primarily 
T unis ia, Morocco and Jor- 
dan, but also Oman and the 
United Arab Emirates. 

Egyptian officials say 
Cairo will be the regional 
financial market for these 
economies, with companies 
from other Arab states even- 
tually listing their shares 
and raising capital on the 
Cairo stock exchange. 

This role is also being 
claimed by Beirut, the 
region's former financial 
centre. Lebanese Investment 
banks are also trying to 
expand into other Arab mar- 
kets. 


FAA planning 
fees for air 
traffic control 


By Aritady Ostrovsky 
in London 


The Federal Aviation 
Administration is to ask the 
US Congress next month to 
approve plans to introduce 
Tees for airlines using Ameri- 
can air traffic control. 

At present the US does not 
charge for the use of air- 
space or traffic control ser- 
vices. Jane Garvey, the 
FAA's new chief said: “It is a 
controversial proposal and 
undoubtedly it will generate 
a great deal of discussion, 
both within the industry and 
in the Congress." 

The proposal involves sett- 
ting up a performance based 
organisation (PBO). which 
would run traffic control and 
charge airlines for Its use. 
"The principle is simple: if 
you use the service you have 
to pay for it." Ms Garvey 
said that although tbe new 
body would be part of the 
FAA, it would be run as a 
private institution with its 
own board and a chairman. 
"I think of it as a public-pri- 
vate body." 

The initiative is the result 


Cuba launches 
bid to join 
Lome countries 


By Canute James in Kingston 
and Pascal Reteher hi Havana 

Cuba has told tbe European 
Union it wants to be an 
observer in negotiations 
between the EU and the 
Africa, Caribbean and 
Pacific (ACPI group of coun- 
tries on a new post-Lome 
trade and co-operation 
accord. 

The group of 71 developing 
countries have a trade and 
aid treaty with tbe EU and 
expect to conclude a new 
agreement to replace the 
current pact, which expires 
in 2000. 

“What we want is to par- 
ticipate In tbe process of 
negotiations," a Cuban for- 
eign ministry official said. 
The idea was that Cuba 
would take part as an 
observer in tbe EU-ACP 
negotiations, due to start in 
September, through the 
Caribbean grouping Cari- 
forum. 

Cuba’s foreign minister, 
Roberto Robalna, bad 
expressed Havana's interest 
in taking part in the negotia- 
tions in letters sent to the 
presidents of the EU and of 
the ACP group. 

But the Cuban official said 
it was still too early to talk 
of full Cuban membership of 
the ACP group, which. Grom 
the procedural point of view, 
was not possible for the time 
being. A derision on Cuba’s 
possible membership would 
have to come at a later date, 
perhaps when the new 
post-Lomfr accord was in 
place. 

Cuba has also said it 
wants to be the 16th member 
of the Caribbean Community 
(Caricom). Ricardo Cabrisas, 
Cuba’s foreign trade minis- 
ter. told a meeting of Carib- 
bean trade ministers in 
Trinidad that the European 
Commission and the African 
and Pacific members of tbe 
ACP had been informed of 
Cuba’s desire to join the 
group. 

Caribbean members of the 
ACP will support Cuba's 
membership of the group, 
bat this could be blocked by 
"political conditionalities" 
which determine member- 
ship, according to Caribbean 
officials, 

There is also concern in 


the region that Cuba, a 
major sugar producer, 
should not be given prefer- 
ential access to the EU’s 
sugar market. Under the 
Lome Convention, ACP 
members have guaranteed 
markets in the EU for a 
range of commodity exports. 

Cuba’s full membership of 
the ACP group would be 
likely to require special 
trade or quota arrangements 
to cater for the communist- 
ruled island's sugar and rum 
production. A precedent for 
such special arrangements 
already existed in the case of 
an existing Caribbean ACP 
member, the Dominican 
Republic. 

"Cuba wants to be an indi- 
visible part of the Caribbean 
in the arrangements that 
will supersede the current 
Lom£ Convention," Mr 
Cabrisas said. 

Cuba’s relationship with 
Caricom has been limited to 
a Joint commission for tech- 
nical cooperation. Havana 
has asked Caricom to start 
talks on a free trade treaty, 
and the community's prime 
ministers will discuss the 
request when they meet in 
July. Caricom is made up of 
the English-speaking coun- 
tries of the region. Surinam 
and Haiti. It has 13m people. 

Caribbean members of tbe 
ACP support Cuba's request 
for membership of the group, 
said Edward Carrington, sec- 
retary genera] of Caricom. 
However, there are several 
problems which could ham - 
per Cuban membership. 
"Cuba could face an insuper- 
able obstacle from the Lom6 
Convention," he said. 'There 
are provisions in the Con- 
vention which deal with 
democracy, human rights, 
rule of law and all of these 
concepts which all member 
states of the ACP 
are supposed to subscribe 
to." 

Cuba's membership of the 
ACP would help U cushion 
tbe effects of the 37-year-old 
US economic embargo, and 
would help It to integrate 
itself into tbe global econ- 
omy, Mr Cabrisas said. His 
country has been forced to 
make “extraordinary" efforts 
to 'secure its economic exis- 
tence in the face of the 
embargo, he said. 




of the review by the national 
civil aviation commission, 
set up by Congress to review 
FAA's operations. 

At present FAA is funded 
by Congress and the Avia- 
tion Trast Fund, which 
receives money from petrol 
and ticket taxes. Undo: the 
new plan tbe taxes would be 
replaced by fees paid by air- 
lines. 

The FAA has no direct 
control over the Aviation 
Trust funds which are often 
used to reduce the budget 
deficit, rather than support 
aerospace development 

The new system would 
give the FAA greater control 
over its funding and would 
allow it to invest in a mod- 
ernisation programme. “We 
have to know what is com- 
ing and PBO would give us a 
stable and predictable fund- 
ing stream,” she said. 

Ms Garvey did not specify 
how much money PBO could 
generate, but the FAA bud- 
get for 1999 is estimated at 
S9-3bn, including $5.6bn from 
Congress. 

In 1994, the FAA tried to 
privatise air traffic control. 









Jane Garvey: It's a controvarantf proposal 1 


bnt the proposal was 
rejected by Congress, which 
observers say, was "totally 
taken by surprise". Last year 
the FAA tried to introduce 
over-flying fees for foreign 
aircraft passing through its 
airspace. But the move 
caused an international out- 
cry and several airlines 
including British Airways as 
well as Australian. New Zea- 
land, South Korean, German 
and Canadian carriers suc- 
cessfully challenged the 


legality of the FAA's action. 

Ms Garvey said the prob- 
lem was not the principle of 
/-hargiTig airlines for using 
American airspace, but the 
way in which the foes were 
set up. ’Hie FAA claims it 
has a good chance of posh- 
ing the legislation through 
because the proposals are 
the outcome of the Congress- 
initiated review. 

"The critical question is 
how you establish the user 
fees. FAA does not have a 


. AaHey Ashwood 

solid cost accounting sys- 
tem. Right now we are work- 
ing on it," she said. 

Ms Garvey said the new 
system could be totrqdnced 
by 2001-The FAA, which was 
criticsed for lack of action in 
adressfng the year 2000 com- 
puter problem, which puts 
airline safety at risk; said it 
was now dealing with the 
problem. She said the 
upgrading software and 
replacing hardware could 
cost the FAA up to $500m. 


NEWS-DIGEST: 


CONTROL OF BSE 


EU puts off ^cpntfdyersial 
livestock to January 

' European Union radons yesterday postponed a ban an Imparts 
of potentially infectious livestock parts until January 1, 1999-. 
However, farm mirtsters asked the European Commission to sug- 
gest changes to a proposed ban which had been due to come 
Into effect today as part of an attack on BSE, or mad cowefis- 
ease. The decision offers some raitef.to.the USwhich had warned 
of the effects of a ban on trade. But there will be fru stra t i on In 
-Washington that the thresduf a ban remains. 

However, the Commteston'te highly sceptical of the c ha nces of 
producing changes which the-15 EU member countries can 
agree, even by next January. Showing signs of irritation, Franz. 
Fischler, fern commissioner, said it remaned a mystery what 
' member stales favoured. EU countries have severed tJmee 
refected the Commission’s advice on the ban and did so again - 
yesterday when they decided pn a postponement to January 1. 
Instead the Commlsslor had wanted to draw up a new proposal 
wMchwouU then have been debated by partament and EU 
nations; Mcbasl Smith, Brussels 


MOBILE PHONE TECHNOLOGY^ _ 

NEC sets up UK venture 

NEC, the Japanese electronics group, is establishing a joint ven- 
tirewftti ERA Technology of the UK to develop Infrastructure for 
the next generation of mobile phones. The joint venture, to be 
called Telecom Modus, wHl be located in Leatherhesd, Sunwy, 

- with an Initial. capitalisation of £lm and s expected to employ 
more then 100 staff by 2000. 

Telecom. Modus wffl develop base stations for mobile phone 
systems capable of carrying a broad range of In fo r ma tion from 
conventional conversations to fuH motion video. The European 
industry has Just agreed the new system, known generically as 
UMTS, wffl be based on similar technology to that being devel- 
oped for Japan's largest mobile operator NTT DoCoMo. ERA 
Technology, now an independent company spedafiting.ln electri- 
cal, electronic and materials engineering, has expertise in the 
computer software used h radio communications and tn IntelR- 
gent” antennas for mobile phone systems. Alan Cana, London 


INTELLECTUAL PROPERTY RIGHTS 

US penalises Honduras 

Charlene Barahefeky, the US trade representative, has announced 
trade sanctions against Honduras for "overt and unacceptable' 
piracy of US videos and television signals. Duty-free treatment is 
to be withdrawn from $5m of exports to the US, fodudktg fruit 
and vegetables, in retaliation for Honduras' failure to pr o tect totef- 
lectuai property rights. Ms Barahefeky said mare action could fol- 
low if oftanping television stations did not stop broadcasting 
pirated signals. Honduras had been given a further 60 days to 
respond to concerns, but piracy continued “as a matter of prac- 
tice', said Ms Barahefeky. 

. The trade action follows long-standing complaints from the 
Motion Retire Association, which represents seven Hollywood 
studios, that films produced by Its members were being broad- 
cast illegally bn two Honduran television channels. Honduras has 
said it has acted as far as it can against the owner of the chan- 
nels responsible within existing laws. Some $1B5m of Hondiawi 
exports have been allowed tote the US duty-free each year. 
J am e s Wilson, Panama 


Annual General Meeting of AB Volvo (pubij 

Shareholders in AB Volvo are summoned herewith 
to the Annual General Meeting in Goteborg, Lisebergshallen, 
entrance from Orgrytevagen, Wednesday, April 22, 1998, at 2:00 p.m. 


1. Opening of the Meeting 

2. Election of Chairman of the Meeting 

3. Preparation and approval of die list of 
shareholders entitled to vote at the 
Meeting 

4. Approval of the agenda 

5. Election of minufres-checkers and 
voting register checkers 

6. Determination of whether the Meeting 
has been duly convened 

7. Presentation of the financial state- 
ments for the year and the auditors' 
report 

8. Adoption of the income statement 
and balance sheet and the consoli- 
dated income statement and con- 
solidated balance sheet 

9. Motion on disposition to be made of 
the Company's profits or lasses as 

. shown in the Balance Sheet adopted 
by the Meeting 

10. Motion on discharge of the Board of 
Directors and of the President from 
liability for the fiscal year 

1 1. Determination of tbe number of 
Board members and deputy members 
to be elected by the Meeting 

1Z Determination of the number of 
auditors and deputy auditors to be 
elected by the Meeting 

13. Determination of the fees to be paid 
to the Board of Directors 

14. Determination of the fees to be paid 
to the auditors 

15. Election of the Board of Directors 

16. Election of auditors and deputy 
auditors 

17. Election of members of the 
Nominating Committee 

Motions 

Point 9. The Board of Directors proposes 

that the dividend shall be paid in cash in 

tbe amount of SEK 5.00 per share. 


April 27, 1998 is proposed as the record 
date to receive the cash dividend. Payment 
of tire cash dividend is expected to occur 
through VPC (Swedish Register Securities 
Center) on May 5, 1998. 

Point 11. The Nominating Committee elec- 
ted at the 1997 Annual General Meeting 
proposes 8 members and no deputy mem- 
bers. 

Pbint 12. The Nominating Committee 
proposes two auditors and two deputy 
auditors. 

Point 13. The No mi nati n g Committee 
proposes a fibred fee of SEK 2,975,000 
to be distributed among the members. in 
accordance with the decision of the Board. 

Point 14. The Nominating Committee pro- 
poses fees based on invoices for the exami- 
nation of the accounts, ma n agement and 
audit of the consolidated financial statements. 

Point 15! The Nominating Committee 
proposes re-election of Per-Olof Eriksson, 
Hakan Fntinger, Soren Gyfl. Tom Hedelius, 
Leif Johansson and S&ren Maonheimer 
and new-election of Lars Ramqvist and 
Finn Johnssoo- 

Point 16. The Nominating Committee 
proposes new-election of Authorized Public 
Accountants Ok>f Herolf and ODe Kadsson 
as auditors, with Authorized Public Ac- 
countants Olof Enerback and Klas Brand 
as deputy auditors. 

The Nominating Committee's proposals, as 
presented in the items above, have the sup- 
port of shareholders representing more 
than half of the votes and more dun one- 
third of the share capital In AB Volva 

Right to participate in the Meeting 
Participation in Volvo’s Annual General 
Meeting is limited to shareholders who are 
recorded in the share.regjster on April 9, 
1998 and who advise Volvo not later than 
12.'00 noon (Swedish local time) on • 


April 17, 1998 of their intention to par- 
ticipate. 

Sure registration 

Volvo's share register is maintained by 
Vardepappensccntralen VPC AB (Swedish 
Securities Register Center). Only owner- 
registered shares are listed in the names of 
the shareholders in the share register. To 
be entitled to participate in the Annual 
General Meeting, owners of shares regis- 
tered In the name of a trustee must have 
the shares registered in their own names. 

Shareholders who have trustee-registered 
shares should request the bank or broker 
holding tbe shares to request owner-regis- 
tration, so-called voting-right registration, 
several banking days prior to April 9, 1998. 
Trustees normally charge a fee for this. 

Notice fro Volvo 

Notice of intention to participate in tbe 
Meeting may be given 
■ by telephone to +46 31 59 00 00 

• or in writing fro: 

AB Volvo (publ) 

Legal Department 

SE-405 08 Goteb or g, Sweden 

In providing such notice, the shareholder 
should state 

• name 

• personal registration number (where 
applicable) 

• address and telephone number 

Shareholders wbo detire to participate in 
the Meeting, must submit notice prior to 
expiration of the notice period, not later 

than Friday, April 17, 1998, 12.00 noon 
(Swedish local time). 
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STRE W GTH OF THE P OUND GOVERNMENT FOCUSES ON POLICY OF INSTITUTIONS IN LENDIN G TO EXPORTERS 

Minister issues appeal to banks 


By Robert Chute and Wcttart 
Adams it London 

Banks and financial insti- 
tutions Stamm do what they 
ca n to help manufacturers 
suffering from the strength 
of the pound, Gordon Brown, 
chancellor of the exchequer, 
told MPs yesterday. Facing 
sustained questioning from 
members of the House of 
Commons Treasury commit* 
tee, the chancellor > nsUflefl 
that he would not take 
short-term measures to push 
down the pound, including 
intervention in. the foreign 
exchange market 
T don’t think that, despite 
the pressures and all the 
temptations there are, we 


should be in any way 
diverted from the long-term 
Objectives." Mr Brown said. 

Sterling rose another quar- 
ter of a pfennig to close in 
London at DM3.097. Against 
a trade-weighted basket, it 
rose 0.1 points to 10 &S per 
cent of its 1990 value, 
another nine-year high. 

The chancellor called 
again on industry to avoid 
high pay settlements that 
might force the Bank of 
England, the UK central 
bank, to raise interest rates 
mare than necessary. 

For the first time he 
the financial co mmunit y a 
target of his comments, 
urging banks to take ster- 
ling's strength into account 


when deciding their lending 
policy towards exporters. 
“We should all be long- 
term ists now." Mr Brown 
said. He insisted that the. 
government had played its 
part in rebalancing eco- 
nomic growth by tightening 
fiscal policy. 

Mr Brown pointed out that 
two-thirds of sterling's 
appreciation had taken place 
before the Labour govern- 
ment took office almost a 
year ago. He added that the 
pound had changed little 
against the dollar and that 
both had risen relative to 
weak European currencies. 

Meanwhile. Adair Turner, 
director-general of the Con- 
federation of British Indus- 


try. called on the Bank of 
England to keep a lid on 
interest rates rises and help 
exporters suffering from the 
strength of sterling, 

"The Monetary Policy 
Committee must be aware 
just how severe the prob- 
lems are for the export sec- 
tor," Mr Turner told a CBI 
meeting in northern 
England. "What we need 
now from the Bank of 
England is a signal that 
interest rates are at their 
peak. That could could help 
put the pound on a down- 
ward path to a more realistic 
level." 

Mr Turner said that UK 
exporters had dealt with the 
rising pound by cutting 


prices. "It is sow clear that 
many have done all they can 
In the short-term and that a 
severe setback to exports 
will result from sterling's 
present level,” he said. 

• The Birmingham Cham- 
ber of Commerce's latest 
quarterly report showed, yea-' 
terday that the dty, the sec- 
ond largest in England, was 
"on the brink of recession”, 
said Richard Ireland, presi- 
dent of the chamber, the 
UK’s biggest Three out of 10 
companies reported falling 
UK orders because of cheap 
imports. 

Staring, Page 14 
Lax, Page 16 
Cwrawfes, Page 25 


Disputes cloud race for Ireland deal 


By John Murray Brown 
hi Belfast 

Tony Blair, the prime 
minister, moved to head off 
a crisis in the Northern 
Ireland peace talks yesterday 
as big differences emerged 
over proposals for an assem- 
bly for the region. 

Amid signs that the pro- 
cess may be faltering, Mr 
Blair held discussions with 
John Hume, leader of the 
moderate nationalist Social 
Democratic and Labour 
party yesterday, and is due 
to meet Bertie Ahern, the 
Irish prime minister, in Lon- 
don today to finalise the out- 
line of a deal which the two 
governments hope to present 
to the parties later this 
week. 

As the talks turned to the 
issue of the future gover- 
nance of Northern Ireland, 
nationalist politicians 
described unionist sugges- 
tions for a committee-style 
government for the region 
based on proportionality, as 
little more than "a glorified 
county council". 

At the start of the day, 
David Trimble, leader of the 
Ulster Unionist Party, the 
largest pro-British party, 
broke with the convention of 
confidentiality governing the 
talks to iambas t the cabinet- 
style government proposed 
by the SDLP. 

Separately. Mr Trimble 
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and the Bee extra- 
territorial effect 


was Involved in a heated 
exchange with David And- 
rews, the Irish foreign minis- 
ter, over the proposed 
amendments to territorial 
cl aims over Northern Ireland 
which appear in two articles 
of the constitution of the 
republic. 

Mr Trimble said: “To 
define the nation as all the 
people on the island, and to 
define the territory as being 
the entire island is failing to 
recognise the existence of 
Northern Ireland." 


RS’UBUCof 




As new fault lines 
emerged. Mr Blair held sepa- 
rate telephone conversations 
with Lord Alderdice, leader 
of Northern Ireland's 
non-sectarian Alliance party, 
and Gerry Adams, president 
of Sinn Fftn, political wing 
of the Irish Republican 
Army. Mr Blair’s staff said 
he would contact the two 
small anti-nationalist 
"loyalist" parties later in the 
week. 

A spokesman from Mr 
Blair’s office said the discus- 




sions were "part of the con- 
tinuing process of taking for- 
ward the talks". 

The extent of the acri- 
mony between the parties 
was underscored when Lord 
Alderdice described the 
unionist proposals as 
"unworkable and unrealis- 
tic", accusing Mr Trimble of 
negotiating through the 
media. An SDLP spokesman 
said there were "significant 
gaps between the parties; it 
shouldn't be underesti- 
mated". In publicly airing 


his misgivings outside the 
talks, Mr Trimble Is adopt- 
ing a hard H»w which offi- 
cials fear will be difficult to 
retreat from. 

With only nine days to go 
to the deadline for a settle- 
ment set by George Mitchell, 
the former US senator chair- 
ing the talks and who yester- 
day set a final schedule of 
meetings, the latest argu- 
ments will cast new doubts 
over whether the talks par- 
ticipants can reach agree- 
ment by April 9. 


Sony and Warner to pool distribution 


By AHce Rawstbom ta London 

Warner Music and Sony 
Music, two of the world’s 
biggest record companies, 
are pooling facilities to cre- 
ate the UK's largest distribu- 
tion centre for music, videos 
and electronic games. 

It is the first time two mul- 
tinational music groups 
have joined forces in UK dis- 
tribution. 

The decision by Warner, 
part of Time Warner, the US 
entertainment group, and 


Sony of Japan, reflects grow- 
ing pressure on large compa- 
nies to control costs in 
mature music markets. 

Most have already stream- 
lined their manufacturing 
operations by closing local 
production plants and open- 
ing centralised facilities to 
supply their records across 
Europe. 

Some have pooled distribu- 
tion for their subsidiaries in 
some European countries, 
but not the UK, because of 
the market’s size and its dis- 


tance from mainland 
Europe. 

Paul Burger, chairman of 
Sony Music OJK), which 
includes soul band Jamiro- 
quai among its artists, said 
his company started review- 
ing its distribution arrange- 
ments early last year. 

It sold its video manufac- 
turing operation at its main 
site at Aylesbury, 55km from 
London, leaving it space to 
expand its distribution cen- 
tre there. 

After the disposal Sony 


started negotiations with 
rival Warner, the company 
behind the group Simply Red 
and Irish singer Enya, to 
combine their distribution at 
an expanded facility at the 
site. 

Sony and Warner agreed 
to form The Entertainment 
Network, a joint venture of 
which they will own half 
each. 

Warner will move its dis- 
tribution from London to the 
Aylesbury site, which will 
also distribute videos for 


Sony Pictures and Warner 
Bros, two of the biggest Hol- 
lywood movie studios, and 
video games for Sony’s 
PlayStation subsidiary. 

The joint venture will also 
handle distribution for other 
music, video and games com- 
panies. 

Some of Warner’s employ- 
ees are expected to transfer 
to Aylesbury, including 
Gwen Pearce, operations 
director, who has been 
appointed managing director 
of the Joint venture. 


Detective 
team aims 
to ‘disrupt’ 
criminals 
worldwide 


By Simon Beckby, ■ 

Sodri Affafe* Co respondent 

The new UK National Crime 
Squad "will 'become known 
worldwide for its ability to 
disrupt those people whose 
criminal activities threaten 
this country's economy, and- 
quallty of life", its chief said 
yesterday. The squad, to be. 
launched today, win be first 
UK police organisation of 
modem times designed- to 
serious gr>f i organised 
crime throug h out ifrigiand - 
and Wales. 

Roy Penrose, who will be 
its first director general after 
35 years as a . detective In the 
Metropolitan Police Service 
In London, said: “We live 
and work in a global village 
and organised crime does 
not stop at county, regional 
or national borders.” . 

The squad will have a ant 

flpH mrnmand and an annual 
budget of £95m (*X59m) pro- 
vided by a compulsory levy 
on local police forces. It will, 
take over from the six 
regional crime squads to tar^ 
get national' and. interna- 
tional organised crimp. 

Some 1,450 detectives from 
the 43 existing- police forces 
will be seconded to the 
squad for up to five years to 
hunt criminals dealing in 
drugs, arms, organised pae- 
dophile activity, counterfeit- 
ing and illegal immigration. 

The body will replace the 
regional crime squads, estab- 
lished in 1964. It will work 
with local police forces and 
other agencies. such as the 
new Europol expected to be 
established later this year, 
the Customs and Excise 
Investigation, service and the 
National Criminal Intelli- 
gence Service, which leaves 
Home Office control today to 
stand independently. 

The National Crime Squad 
will locus on the 180 people 
listed secretly on the 
National Criminal Intelli- 
gence Service ranking of top 
criminals. These are thought . 
to be the core organisers, 
described as "heads and 
lieutenants", of leading 
organised c rimp gangs in the 
UK. Three-quarters of these 
are believed to be involved 
in drug trafficking. 

Initially it will concentrate 
cm these suspected v illains 
rather than on individual 
c riminal acts. 

The squad will be account- 
able to a 17-member service 
authority, with representa- 
tives from local police 
authorities, the Association 
of Chief Police Officers and 
the Home Office. It will he 
chaired by Sir John Wheeler, 
a former minister for North- 
ern Ireland. 

Each of the 1,450 detec- 
tives on the squad win be 
asked to sign a “loyalty" 
contract desinged to keep 
out corrupt officers. 


Low-fare airline I Law firm agrees Andersen link 


may sidestep 
legal challenge 


By Ucfaad Skapfaiker, 

Aerospace Correspondent 

British Airways is expected 
to sidestep legal challenges 
to its new low-cost airline by 
announcing that it will fly to 
destinations which are not 
served by other no-frills car- 
riers. 

BA is expected to 
announce this week that its 
new airline, called Go. will 
fly from London's Stansted 
airport to Rome, Milan and 
Copenhagen. UK fares to all 
three destinations are expec- 
ted to be £100 ($167) return. 

Debonair, which is based 
at London's Luton airport, 
flies to Rome. However. 
EasyJet and Ryanair, Go’s 
principal rivals, do not serve 
any of the three destina- 
tions. 

EasyJet has complained to 
the European Commission 
that BA is abusing its domi- 
nant position by launching 
Go. EasyJet has said it fears 

that Go will drive it out of 
business. Co mmiss ion offi- 
cials have refused to act, 
however, saying they can 
only investigate the com- 
plaint if Go can be shown to 
be damaging competitors' 
business. 

Go is expected to add new 
destinations later in the 
year. But by initially avoid- 
ing routes such as Amster- 
dam, Barcelona. Nice and 
Stockholm - which are 
served by EasyJet and 
Ryanair - BA appears set to 
avoid any legal challenge 


until its business is well- 
established. 

Go argues that it will be 
run independently of BA, 
although BA is set to under- 
write the leases ou the eight 
aircraft that the low-cost car- 
rier will eventually use. 

BA opted to enter the low- 
cost market after deciding 
that it could no longer 
ignore competition from 
Ryanair. EasyJet and Debo- 
nair. The new airlines, set 
up to take advantage of the 
completion last year of the 
single European aviation 
market, have been undercut- 
ting established carriers by 
offering low fares and no 
meals on board. 

EasyJet bas also com- 
plained to the Commission 
about BA’s plans to join 
National Express in running 
the Eurostar Channel tunnel 
rail service between England 
and Prance. 

Stelios Haji-Ioannou. 
EasyJet’s chairman, 

yesterday wrote to Karel 
Van Miert, EU competition 
commissioner, saying he 
feared that BA planned to 
take a substantial equity 
stake in Eurostar. BA 
decline to comment 

Mr HaJI-Ioannou wrote: “I 
believe that there is a pat- 
tern of behaviour emerging 
whereby every time British 
Airways feels there is a 
potential threat to their 
dominant position, such as 
EasyJet or EuroS tar, they 
either try to eliminate or 
acquire it.” 


By Robert Mce, 

Legal Correspondent 

Wilde Sapte, one of the UK’s 
leading law firms, yesterday 
reached agreement with 
Arthur Andersen to join the 
accountant's global law firm 
network. 

Wilde Sapte will merge 
with Andersen’s UK law 
firms, Garretts and Dundas 
& Wilson, in September. The 
new UK firm will have 750 
lawyers and a turnover this 
year of £100m ($167m), mak- 
ing it the UK’s sixth largest 
law firm. 

The merger is a boost for 
Andersen in its attempt to 
become one of the leaders in 
commercial legal services 
worldwide. It brings to an 
end an 18 -month search for a 
leading City of London bank- 
ing and financial law prac- 


tice to join Us international 
law firm network, which 
already has 74 offices in 31 
countries. 

Steven Blakeley, manag- 
ing partner ol Wilde Sapte, 
will become the managing 
partner of the new firm and 
of Andersen's En g lish law 
practice worldwide. Mark 
Andrews, senior partner of 
Wilde Sapte, will be the 
senior partner. 

The new firm is expected 
to be called Wilde Sapte 
Andersen in the short term, 
although the Garretts name 
may be retained in the 
regions because of the grow- 
ing strength of its brand. 

Internationally, several 
Wilde Sapte offices will 
merge their practices with 
members of the Andersen 
Worldwide network. 

In Hong Kong Wilde Sapte 


will merge with Ede Charl- 
ton, creating one of the 
strongest commercial prac- 
tices in the region. 

In Paris, Wilde Sapte will 
combine with Archibald 
Andersen, and in New York, 
J & A Garrigues Andersen 
and Wilde Sapte will com- 
bine their representative 
offices. Wilde Sapte's Tokyo 
office will give Andersen 
legal a presence in Japan for 
the first time. 

Nick Prentice. Andersen's 
head of European legal ser- 
vices, said the accountant’s 
aim was to be able to pro- 
vide local law, English law 
and New York law services 
in the main jurisdictions 
around the globe. 

"Oar worldwide strategy is 
to have a significant share of 
the top quality and high- 
value transactions so that 


ultimately we are seen as a 
natural provider of legal ser- 
vices to the global L000 com- 
panies.” he said. 

Mr Prentice admitted that 
New York law capability 
remained a problem in the 
short tram Accountants are 
still not allowed to form alli- 
ances with law firms in the 
US, so once the WMe Sapte 
merger has bedded down the 
new UK law firm might look 
far a merger with a US firm, 
he said. 

Mr Blakeley said joining 
Andersen would give Wilde 
Sapte the ability to tackle 
the global legal services mar- 
ket. The accountant’s 
resources would enable it to 
attract top quality corporate 
finance and capital markets 
lawyers to complement its 
strong banking, finance and 
insurance practices. 


. NEWS DIGEST 

BCClAFTBtM ATH - 

Liquidators win judgment 
for $10m against togiti^^ 

IThe liquidators pf. Bank of Credit, and Commerce International 
harewpn a judpment for more ftp agqinst a. former .. 

'employee, who they cialm misapplied the bank’s funds. MoizuJ 
Hogue had handed the accounts at BGCt of Contra! Securities, 
the UK property group - 3inc»reremed Ascot - famwrty traded 
. by NszTnu Vbarifc kk.V lra ri ap eri t tS months In prison after being 
.convicted of false accbtnting and ftanishkig falsa bTformafibnin 
. rete&xvto BCC). . 

The 'Serious Fraud Office Issued an arrest warrant for Mr Hague 
to April 1992. by.wtvch time he had already tied to Pakistan; ... 

- where he 'remains a-tugWva |n handrig down the claim in the 
High Cout In London, the judge dtetf Mr Haque^s refusal to give 
. evidence either In person or by video 

Tbe'ludgrnBnt may not bring much Shmecflata gain lor creditors 
unless the Bqi*to»re, Dek^:&ToiH^ locate UK assefar^jart 
from Mr Haque'a pension fund. Clay Harris, London 

ISLAND OF JERSEY C : 


WORLD CUP SOCCER 

Fears over ‘official’ knives 

World soccer’s governing body fifa has asked its marketing part- 
ner, tSL, to withdraw from sale knives with the official World Cup 
logo after the British government warned they might be bought 
by hooligans bent on violence. Although hundreds of the 10cm- 
btade weapons have been on sale In French shops In recent 
months, sensitivity about them has been heightened in the after- 
math of last weekend’s outbreak of violence involving Engfish 
fans, which led to the death of one of them. Chris Smith, the 
chief UK minister of sport, said the government was bringing * a 
kit of pressure through diplomatic channels’ to get the knives 
removed from sale. Jimmy Bums, London 


CORRECTION 

Millennium sponsorship deal 

Guinness’s mBlenrium sponsorship deal with the Okl Royal 
Observatory, reported yest e rday, will not involve renaming Green- 
wich Mean Time "Guinness Mean Tune”. This detan was included 
in a press release sent to the FT in London by Guinness on 
March 29. The release was apparently intended as part of an 
April 1 spoof. 


Unions see confrontation with Blair as a defining moment 


The prime minister’s drive to woo business has made him appear 
hostile to statutory workplace representation, says Robert Taylor 


J ohn Monks, general sec- 
retary of the Trades 
Union Congress, has 
described the confrontation 
with the government over 
statutory recognition or 
trade unions by employers 
as a "defining moment". 

The unions want a law 
that will enable them to rep- 
resent their employees in 
bargaining where there is 
"majority support among the 
relevant workforce”. 

In opposition, the Labour 
party committed itself to 
this in its manifesto for the 
national election nearly a 
year ago. The TUC believes a 


recognition law will help 
reverse the decline in the 
union movement over the 
past 18 years. Today, no 
more than 20 per cent of pri- 
vate sector employees belong 
to a union and collective bar- 
gaining covers well under 
half the workforce. 

Tony Blair, the prime min- 
ister, told the TUC last Sep- 
tember to seek a voluntary 
deal with the Confederation 
Of British Industry - the 
largest UK employers' lobby 
- that would provide com- 
mon ground, make business 
sense and maintain work- 
place stability. 


In December, the TUC and 
the CBI presented a docu- 
ment to Mr Blair that laid 
out points of agreement and 
disagreement Union leaders 
are convinced that what 

they saw as the subsequent 
toughening of the CBl’s 
stance was due to encourage- 
ment the employers were 
receiving from Mr Blair's 
office. Business delegations 
were pleased by warm words 
from Geoff Norris, the prime 
minister's adviser on indus- 
trial relations. 

The TUC has grown 
increasingly restive as a 
result. It relies on support 


from Margaret Beckett, the 
rhtpf industry minister, and 
above all from - Ian 
McCartney, her Junior minis- 
ter, to ensure that the prom- 
ised law is to their liking. 
The TUC is lobbying with 
some effect among Labour's 
rank-and-file members of 
Parliament The government 
paper detailing the proposal 
is Imminent but every word 
will need the prime min- 
ister’s approval 
Mr Blair never hides his 
disdain for the unions. He is 
impatient and patronising 
with their efforts to modern- 
ise. He does not share their 
collectivist values or- their 
wish to exercise influence 
over public policy. 


■ Other, issues may soon 
strain the govemment-TUC 
relationship further. Union 
leaders are privately recon- 
ciled to a national wrinmmra 
wage below the £4 ($6.70) an 
hour they would like to see. 
but they are concerned with 
the probability that any 
measures will exclude the 
under-26(S. Union concern is 
also palpable on how the 
government Intends to incor- 
porate European Union 
social regulations on work- 
ing hours, consultation 
rights and part-time employ- 
ees into UK law. 

But the government’s atti- 
tude to public spending is 
even more important Union 
economists angrily point to 


the Treasury commitment to 
reduce the proportion of 
gross domestic product spent 
by. the state to 36 per cent by 
2002-2003, taking the UE 
closer to the US and Japati 
and far below the levels 
spent by most EU countries 
The TUC is not in a mili- 
font mood. For the most 
pari, its leaders have kept 
their silence and not sought 
confront a tion with the gov 
eminent. Mr Monks haj 
wanted td create a nevj 
understanding with a 
Labour government, accept} 
•tag Mr Blair's view tha] 
unions must expect “fanned 
but not favours”. It is Ud 
new relationship that is W 
at risk. - 1 


wm 






Draft law for financial services « 

Jersey's financiers are to help formulate a new law that wB regu- 
late tee telantfs stockbrokers, investment acMsere and dtebretioo- 
ary Investment man a gers. Up to 200 members of tee E230bn . 

{$384bn) finance industry wffl be asked for their views and opin- 
ions oh the final, drafting of tee Investment Business (Jersey) Law 
which was lodgad ln draft form wtth tee island's government yes- 
terday. . Jersey b the largest of the Channel Islands between 
England and Ftenc& ■' 

The law, which broadly follows the UK’s Financial Services Act, 
wB and.teespecfal arr a ng em ent wher e by Jersey stockbrokers are 
allowed to be members of the London Stock Exchange even 
though they are riot subject to the same level of regulation as 
tedr UK co un terparts. Phffip Jeuna, Jersey 


YEA R 2000 COMPUTER PROBLEM 

Banks 'will miss timetable’ 

A survey of the world's largest banks conducted by E Banker, a 
technology review piteHshed by The Banker magazine, found that 
half wffl not have prepared all tee computer systems critical to 
teelr businaea by tee end of tt«s year -r the timetable recom- 
mended many banking regulators to ensure that enough time 
is left for testing for the "millennium bomb* which may confuse 
computers when they change their date digits to *00" In 2000. 

Those who wffl stilt have work to do next year include some of 
the world's largest banks. Grddft Agricole, ranked third In tee . 
world by tee size of its equity base, said 50 per cent to 75 per 
cent of its critical systems would be rrdlenrtium-oompnam by the 
end of 1998. 

• Computer Sciences Corporation, a loading US-owned com- 
puting services company, is seeking to flD 1,000 new technology 
vacancies In the UK. The company, which recently avoided being 
taken over by Computer Associates, another US group, said 
many of the new jobs will specialise on tackling the millennium 
"bomb". George Graham, London 


RAILWA Y COMPETITION 

Date for sector ’newcomers’ 

Train operating companies and 

- — — -. newcomers to the raSway 

THEY Sf3rh1 "TO J Industry will be able to launch 
TW£iN£ Tflt (PEA J new rafl services In competition 
Cf OWPCTTOGN / with the existing privatised fran- 

sifrT^IOUSL-V / ' cNaeea from September 1 999, 

“ (%. John Swift, tea rdl regulator 

B L? announced y esterd a y. This Is 

/i l \ ax P ected to 18811 10 intro_ 
JjJ 1 \| | j ductkxi of new services to alr- 

j 7 All kt ports and between large 
r* \ j nT regional centres which currently 
» Y bavfi no direct links. One plan 

° 1 is for a new service linking 

'Tl north and south Wales. "I am 

S>V \ satisfied that robust criteria and 
i V\ I procedures can be put into 
> J VI place to prevent the emergence 
of ’rail ware’ and other activities 
that might not benefit passen- 
gers," he said. New operators 

wffl be able to compete for up to 20 per cent of the existing reve- 
nues of existing operators from the start of the winter (October- 
February] timetable next year. Charles Batchelor, London 
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ARAB BANK GROUP 


Balance Sheet as of 31 December 1997 and 1996 


Cash and due from banks 


Funds with central banks 


Government Securities 


Trading Securities 


Loans and advances, net 


Long term investments, net 


Fixed assets, net 


Other assets 


Total assets 


Customers’ liability on guarantees, 
letters of credit and other 
contingencies 


1997 1996 

I'ssnxiO) uss(’ooo) 


3 664 933 4 272 371 


1 974 840 1 750 741 


1 049 930 


181990 


141 621 


483 433 


912 919 


165 970 


7 578 519 6 829 633 


1733 118- 1534 317 


98 699 


338 799 


16 808 384 15 903 449 


5 694 439 4883 187 


22 502 823 20 786 636 


Liabilities and Shareholders' equity 


Customer deposits 
Bank deposits 


Borrowed funds 
Cash margin 
Provisions 

Proposed dividends and remunerations 
Other liabilities 


Total Liabilities 


Shareholders* equity 


Statutory reserve 
Voluntary reserve 
General reserve 

Reserves with associated companies 
Retained earnings 


Total 


Translation adjustments 
Total shareholders’ equity 


1997 1996 

issroooi issrooo 


10 404 932 
3 204 194 


14 036 
712 322 
347 079 
32 552 
522 325 


79 532 
258 325 
853 487 
343 234 
2 220 


1 621 695 


(50 751) 
1 570 944 


9 680 749 
3 303 474 


24060 
598 104 
369 660 
32 237 
492706 


15 237 440 14 500 990 


78 766 
218 836 
738 626 
311 867 
483 


1 433 475 


(31 016) 
1 402 459 



Total liabilities and shareholders’ equity 16 808 384 15 903 449 


Guarantees, letters of credit and other 

contingencies 5 694 439 4 883 1 87 


22 502 823 20 786 636 



l*r 

F-W *•••■ 
k. 'ft:. 


Call us at any of our following major centres: 

Amman (6) 4638161, Ramallah (2) 998 2400, Bahrain (973) 212255, 
Frankfurt (69) 242590, London (171) 315 8500, New York (212) 715 9700, 
Paris 01 45 61 60 00, Singapore (65) 533 0055, Sydney (2) 9377 8900, 
Vienna (1) 5134240, Zurich (1) 265 71 1 1 



Visit our website on the internet at http://www.arabbank.com 
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TECHNOLOGY 


SOFTWARE AIRPORT CONGESTION 


Keeping the runways 
cleared for more take-offs 


Right delays are often caused by busy runways. 
Geoff Naim looks at a system that speeds up 
aircraft movements on the ground 


As Air Prance flight 
! AF74B0 taxis to a halt at 
Paris Orly airport, passen- 
gers hear the feuniliar apology of 
“traffic congestion" to explain 
the 17-minute delay on what 
should have been a 75-minute 
flight. 

Delays are common in Europe’s 
crowded skies but many late 
flights are due to congestion on 
the ground- Orly hopes to elimi- 
nate these delays with the help of 
a new surface movement guid- 
ance control system (SMGCS) 
which it is testing. 

The system uses object- 
oriented technology (OOT) - 
which builds a software applica- 
tion from p re -assembled blocks 
known as objects - to speed air- 
craft movements on the tarmac 
and optimise the use of runways. 

“Europe's air traffic control 
problems are now largely In 
hand.” says Xavier Fran, scien- 
tific manager with Eurocontrol, 
the body that co-ordinates ATC 
across Europe. “What most now 
be brought under control is con- 


gestion at the airports. Every- 
body recognises that this is the 
toughest problem." 

Passenger numbers at the two 
Parisian airports. Charles de 
Gaulle and Orly, have grown 
from 33m to 60m in 10 years and 
30 per cent of flights from French 
airports are delayed more than 15 
minutes. Air traffic is growing at 
6 per cent a year and the tradi- 
tional ways of expanding airport 
capacity - new runways or termi- 
nals - face environmental opposi- 
tion. Orly hopes that advanced 
SMGCS technology can delay the 
need for new infrastructure, 
and allow it to operate its 
existing runways at greater 
throughput for longer periods. 

Tbe technology has developed 
within a pan-European project 
called Mantea which involves a 
consortium of electronics compa- 
nies and airport authorities and 
is partly funded by the European 
Commission. Orly is leading the 
trials, but aspects of the Mantea 
system are also being tested at 
Madrid Barajas and Rome Fhnnl- 


dno airports. The system may be 
used in 2000 for operational traf- 
fic handling and longer-term 
capacity planning . 

One of Mantea's aims is to 
optimise the aircraft departure 
sequence, as this has a big effect 
on throughput Traditionally, the 
departure order is juggled manu- 
ally using strips of paper bearing 
the aircraft call signs. There are 
many factors to be considered - 
small aircraft, for example, can- 
not feifcw off directly after a 747 
because of the turbulence - and 
the sheer weight of traffic at 
poatr times nan overwhelm thp 
ground controllers, responsible 
for managing movements on the 
apron. 

Another reason for turning to 
computers to control surface traf- 
fic is to improve satiety. “You do 
not often hear about them but 
there are many *near misses’ 
when aircraft cross runways, for 
example," says St6phane Paul, 
research manager with Alcatel, 
the French electronics company 
which is one of the participants 
in Mantea. 

At present control procedures 
are based on visual observation 
and surface radar and aim to 
keep a safe separation between 
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aircraft vehicles on the tar- 
mac. However, these procedures 
are strained in bad weather or at 
peak times when 30 aircraft can 
be moving simultaneously. “The 
ground controller's job has 
became very difficult and when 
there is fog or very low cloud, the 
controller in the tower may not 
even be able to see the ground," 
says Mr Paul 

The Mantea project aims to 
address these problems by pro- 
viding controllers with decision 
support tools to improve traffic 
p lanning and monitoring. These 
tools are most needed in bad 
weather as Eurocontrol’s master 
plan for air traffic control into 
the next decade assumes that air- 
ports will be able to sustain near- 
normal arrival and departure 
rates during poor visibility - 
today they cannot- 
The Mantea project aims to 
automate three functions: • sur- 
veillance, planning and routing, 
monitoring and controL 
The surveillance function is 
perhaps the most difficult chal- 
lenge as the system has to 
at temp t to identify vehicles and 
aircraft moving on the apron 
from the blips on the surface 
radar screen. 

Ground controllers today can- 
not easily identify blips as 
the radio transponders that iden- 
tify airborne aircraft with their 
call signs must be turned off on 
the ground to prevent interfer- 
ence. The Mantea consortium has 
thus developed mathematical for- 
mulae 'that attempt to identify 
the blips on the screen automati- 
cally by reference to flight and 
vehicle movement plans. 

The planning and routing func- 
tion in Mantea uses the flight 
plans filed by airlines to derive 
movement plans for the aircraft 
on the ground. That helps con- 
trollers to guide taxi-ing aircraft 
and to prepare a departure 
sequence that optimises the use 
of the runways. 

The third Mantea function, 
monitoring and control, detects 
any potential conflicts involving 
aircraft on the tarmac and helps 
controllers resolve them. That 
system automatically reschedules 
aircraft movements when it 
detects deviations from the filed 
plans. 

Mantea uses object-oriented 
technology (OOT) and. in parti cu- 
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Exchan ge of rotcac computers poOce aircraft safety best 


lar. the popular Orfaix “middle- 
ware" product from Iona Tech- 
nologies. an Irish software com- 
pany. By adopting OOT, each blip 
on the screen, once identified, 
becomes an “object” - an aircraft 
or vehicle - with associated prop- 
erties that determine how 
it Interacts with other 
objects. 

According to Mr Paul, the use 
of object techniques speeds the 
development of a complex system 
such as Mantea, which comprises 
several subsystems each built by 
a different contractor. Hie func- 
tion of the Orfaix middleware is 
to “integrate” these diverse appli- 
cations into one manageable 
solution. “Orbix makes the distri- 
bution of processes transparent 
so the contractor developing one 
tool does not have to worry about 
interactions with other tools.” 
says Mr PauL 


Eurocontrol recently 
announced^ that it would also use 
Orbix to develop'd new air traffic 
management application called 
Oasis. This will bind together 
existing programs tor flight plan- 
ning, airspace monitoring and 
weather applications, each writ- 
ten in a particular language 
and running on a different 
computer. 

Ofafect technology was once of 
mainly academic interest and Mr 
Paul admits there were some res- 
ervations about using the tech- 
nology on a critical real-time sys- 
tem. “We had a bit of difficulty 
convincing some of the partners 
as it was new technology when 
we started two years ago.” 

However. OOT seems to have 
finally moved out of the 
laboratory and Iona says Orbix Is 
used by more than 3,500 busi- 
nesses. 


BEVEWE CONTROL. ' 

Data sifted 
on no 
and go shows 

P As comitotiiion w 

sssfAUss: 

ber of tariffs, wrttt* GfcfrJW 
Airlines have turned to-taS 
catcd computer progwawtoito' 
gfe tore clam to tnufaake nS* 
revenue. 

in *ht:PiniUsh 

earrier, offered only tins bo ok 
in* desses but dtnggUtba or 
European skies has Kwieascd 
competition dramatically, pin. 
nair has responded with gp to to 
fares and 13 booking cfexses on 
Its most competed routes. . . 

"Our goal is to optimise the 
revenue from each flight but 

with 13m seats a yew and 15 clas- 
ses it is impossible fora human 
facing to do It." says Tom Kalb- 
trom, head of commer c ia l auto- 
matron. 

Last year the airline decided to 
spend FMlOm (El. lml upgrading 
an existing computer system to 
support its "revenue controllers'’ 
-in forecasting demand on each 
route. 

The Airline Revenue Enhance- 
ment .software, supplied by US 
vendor Unisys, runs on a dedi- 
cated Unix computer at the air, 
line’s head office. 

It Is one of several revenue 
optimisation systems on the mar- 
ket. some bufit in-house by air- 
lines. others by specialist ven- 
dors. such as the Pros pn&am 
from US coropjmy Pros Strategic 
Solutions. 

These systems take demand 
patterns, advance booking info, 
rantion. post-departure data, and 
fares as their Input. 

The data are fed into a sophisti- 
cated mathematical modal and 
used to forecast demand by 
flight, segment, and booking 
class. 

The aim is to improve dedskxa 
about the optimum number of 
seats for each booking doss, 
desirability of upgrades, god the 
optimal number of overbookings 
to minimise risks of not getting a 
seat. 

The systems must be able to 
trade "no shows" and "go shows” ", 
- toll-fare passengers who do not ' 
use their reservation, or whs- 
report for a flight with no book-- 
ing. 

The vendors claim their 
systems may improve an airline’s, 
turnover fay 4 to 7 per cent, Mr 
Kallstrom says: "If we get a I per 
cent improvement ! will be 
happy." 


BUSINESS JARGON COMPETITION 1098 

• Remember “shoddfpusff and ‘white-anting’’? Recall “refetential 
transparency" and the strategic use of tee DoreeUariceT? These 
(size specimens of management gobbledegook were among tee 
winners of tee jaigon competition we ran last year. 


The Financial Times and the. Management Conuftancfes 
Association are launching tee 1993. business jargon competition. . 
Three £500 prizes wil be an offer, so start collecting gobbledegook 
honors aid wali* these pages for further detafc. 


Notice of 

Annual General Meeting 
24 April 1998 


The Board of Directors of Tele 
Danmark A/S hereby invites 
Tele Danmark's shareholders 
to attend the Annual General 
Meeting, which will be held 
at the offices of Tele Danmark 
A/S in Slet (Aarhus), Sletvej 
30, 8310 Tranbjerg J, Den- 
mark, on Friday, 24 April 
1 998 at 2.00 p.m. The agen- 
da is as follows: 

1 . Election of the Chairman 
of the meeting. 

2. The Board of Directors' 
report on the activities of 
the Company during the 
preceding year. 

3. Presentation of the finan- 
cial statements, including 
the auditor's report; to- 
gether with a resolution 
for their adoption. 

4. Resolution to discharge 
the Management and the 
Board of Directors from 
their obligations in respect 
of the financial statements. 

5. Resolution regarding 
appropriation of profit or 
covering of any loss, as the 
case may be, according to 
the adopted financial 
statements. 

6. Election of Directors, 
including the Chairman 
and the Vice-Chairman. 

7. Election of two Auditors. 

8. The Board proposes that 
the Annual General Mee- 
ting authorize the Board of 


DANMARK 


Directors - until 
the next Annual General 
Meeting - to acquire own 
shares at a nominal value 
of up to 10% of the nomi- 
nal share capital of the 
Company in accordance 
with section 48 of the 
Danish Companies Act 
The purchase price of the 
shares in question shall not 
deviate by more than 10% 
from the price quoted for 
the shares (until 1 June 
1998: B shares) on the 
Copenhagen Stock 
Exchange at the time of 
the acquisition. 

9. AOB. 

The Agenda for the Annual 
General Meeting, the Com- 
pany's annual financial state- 
ments and the consolidated 
financial statements with 
auditors' report as wen as 
Annual Report 1997 will be 
available for inspection by 
the shareholders at the offices 
of the Company stated below 
from Wednesday, 8 April 
1998. 

Any shareholder is entitled to 
attend the AGM provided 
that such shareholder has 
obtained an admission card. 
Admission cards can be ob- 
tained by writing or caOfog 
Den Danske Bank on 
td. +45 33 44 51 40, from 


Wednesday, 1 April 1998 
through Tuesday, 21 April 
1998. The reference number 
used by the Danish Securities 
Centre (Vaerdipapircentralen) 
must be stated in connection 
with such telephone calls. 

Admission cards may further- 
more be obtained on presen- 
tation of due proof of identity 
during the said period at the 
Company's headquarters at 
Kannftegade 16, 

8000 Aarhus C, Denmark, or 
at the Company's office at 
Nprregade 21, 0900 Copen- 
hagen C, Denmark, from 
9:30 a.m. to 4:30 pjn. 

Insofar as non-registered 
shares are concerned, a secu- 
rities statement issuedby the 
Danish Securities Centre 
(Vaerdipapircentralen) or a 
depositary bank must be pre- 
sented. Such statement may 
not have been issued more 
than five days before it is pre- 
sented. 

A Proxy and Annual Report 
1997 will be forwarded by 
The Bank of New York to 
registered holders of Tele 
Danmark's American Deposi- 
tary Receipts. 


Tele Danmark A/S 
Board of Directors 



INFORMATION TECHNOLOGY BRIEFS 


Power of the 
pen for home 
shopping 

The internet and technologies 
such as web television have 
renewed interest In home 
shopping, and opened 14) the 
possibility of revolutionising the 
way people shop. 

But unless data such as 
product codes or a list of items 
to buy are already on screen 
and can be clicked on easily, 
home shoppers must enter the 
details manually - a serious 
barrier to widespread use. 

Symbol Technologies 
International, a leader in 
hand-held scanners and 
barcode technology, believes It 
may have the answer. 

The InfoPen Is a barcode 
scanner Incorporated into a 
standard sized ballpoint pen, 
designed by AT. Cross, that 



Consumer choice: the bifbPen 
makes home shopping easier 


allows consumers to capture 
and manipulate barcode data 
printed on products or in 
catalogues. The data can be 
transferred to a home PC and 
transmitted over the internet to 

retaflers. 

“The key benefit of the 
InfoPen is that it makes the 
process of product selection as 
simple as drawing the tip of the 
pen over a piece of paper about 
the size of a postage stamp." 
says John FeUaunaJI, director 
of consumer systems for 
Symbol. 

“One of the problems with 
home shopping so far has been 
that data had to be dictated 
over the telephone. Input by 

keyboard or transmitted via 
some other time-consuming and 
labour Intensive alternative. With 
the InfoPen, dozens of 
barcodes can be scanned in a 
matter of a few seconds and 
transmitted to retailers at the 
touch of a button." 

. Each pen has a unique 
Identification code, an 
Integrated decoder and a 

docking station or “InfaWeJT. 
Once data has been scanned 
using the pen they are 
transmitted opticaCy to the 
docking station and then to the 
PC. 

Symbol Technologies 
fotematfonat Tel +44 0118 
9457296 

Notebook’s 
lighter touch 

Carrying a standard A4 
notebook computer around can 
still be a trial because most 

weigh at least 3kg and are 


at least Iki thick. As a result, 
notebook PC manufacturers 
have been vying to produce the 
thinnest. lightest machine. 

The latest contestant Is 
Hewlett-Packard, which has just 
launched a machine called the 
HP Omni Book Sojourn aimed at 
corporate buyers. 

The Sojourn weighs just 
1.4Kg, measures a mere 1.8cm 
thick and is scheduled for 
launch at the end of this month 
priced at about £3,595 ($8,000). 

“This is one of the market's 
truly unique and Innovative 
notebook PCs designed for a 
demancSng customer," claims 
Andrew Forsyth, H-P*s 
notebook PC marketing 
manager in the UK. 

The machine, housed In a 
sleek metaffio-blue magnesium 
case, is btik around Intel's 
TTIiamook 233Mhz Pentium 
processor and features $4hto of 
memory, a 2.1Gb hard disk and 
a 12.1 in TFT (thin-fllm transistor) 
display. The Sojourn also 
comes with an attachable 
expansion "slice", which 
includes a 24x CD-Ftom drive, 
floppy disk drive and a full set 
of Input-output ports. An 
optional third slice adds an 
expand on battery providing up 
to six hours of operating time. 
Hewlett-Packard: ¥nmfJip.com/ 
omnibook 

Virtual planning 
for plant design 

ProsoMa Systems, a 
fivo-year-old industrial 

simulation company based in 
Gothenburg, Sweden, has 
unveiled a software program. 


Digital Plant Technology, that 
brings together all the 
disciplines needed to plan. 
buBd. optimise and operate 
a complete manufacturing plant 
The software package, which 
runs under Windows NT. 
enables users to construct 
quickly a complete working 3D 
simulation of a plant, either at 
the planning stage or connected 
to and interacting fully with an 
existing plant. The user can 
evaluate, optimise and cost new 
ideas, so that whan a real 
investment Is made, the risks 
are minimised. In an existing 
plant tire software can be used 
to schedule and optimise 
production, try out different 
scenarios and minimise 
downtime during production 
changeovers. 

“In day-to-day operations. 
Digital Plant Technology 
enables a plant to be tuned, 
new ideas to be tried and 
machinery to be progranffned 

within the simulation - a H 
without disrupting ongoing 
production," says Morgan 
Harou, president of ProsoMa 
Systems. “Excellent 
communication between the 
simulation and the shopfoor 
means rapid resporee.to, and 
correction of, any line 
problems.". 

Digital Plait’s 3D graphics 
are realistic and whBe most 
simulation products are 
designed to run on more 
expensive Urtx machines, the 
new program runs on ft* 
ordinary PC. 

PmsoMa: ynrnfjxosohisse 


INNOVATION QUICKER COOKING 


Up-to-the-minute cuisine 


Andrew Baxter on a 

combines microwave 

A UK manufacturer 
has unveiled what is 
— c la i m ed to be a world 
first: a cooker that combines 
the performance of gas with 
the speed and convenience 
of microwave energy. 

Stoves, based on Mersey- 
side in north-west England, 
says the Accelerated Cook- 
ing System can roughly 
halve the cooking tfmp f 0r 
most meals. A 101b turkey 
that would conventionally 


system that 
and gas ovens 

take 3hrs 40 minutes at 34Q“F 
would take lhr SQmins, and 
would not need the normal 
UM5 minutes of pre-heating. 

The ACS oven is based 
around Rotostar, an innova- 
tion that Stoves introduced 
last year. The company had 
been frying to distribute 
heat uniformly from a gas 
oven in a way that is nor- 
mally possible only with an 
electric fan oven. The chal- 
lenge was to prevent the 


flow of air from the fan 
blowing the gas out. 

Stoves designed a fan with 
a hollow shaft through 
which the gas could be deliv- 
ered. This enables the gas 
burner head to rotate within 
the fan at l,500rpm and 
deliver a combination of 
radiant and converted heat 
more efficiently and uni- 
formly than other gas o wns 
The system also retains the 
moist cooking environment 
for which gas is noted (burn- 
fofi hydrocarbons releases 
water, slowing the dehydra- 


tion of food as it cooks). 

The ACS system, swf 
Stoves, is effectively a mff- 

bo-charged" Rotostar, as toe 

gas ton is combing «* tfl 
low-level microwave energy- 
If the microwave mw?” 
switched on, a compirtfi 1 ^ 
control system works ou 
which of four levels 01 
microwave power to seie«- 

Stovcs has not y 
announced product 
for the system, but coo«** 
incorporating it are expect** 
to be available 
year, casting about Jiaw- 
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BEST COMMUNICATION PRODUC 

AWA RD AT CEBIT 98 

ALCATEL INTERNET SCREENPHONE 
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« The awarded product in each of the four 
categories was selected from more than 1300 
entries presented at CeBIT v 98. It was our aim to 
award those of which we expect to have a major 
impact on the future of the computer and 
communications world. » 

Mr Rainer Grabowski, 



Editor in Chief of CHIP Magazine. 

« I am very proud of this award which recognizes 
Alcatel's vision of end-to-end Internet solutions; 
from the most powerful Infernetready switches in 
the world, to leading edge ADSL access systems, 
to Internet terminals for everyone at anytime. » 

Mr Serge TCHURUK, 


m 




The Alcatel Internet screenphone will provide easy-to-use 
and affordable access to Internet services, as easily as using a phone. This compact product 
integrates a colour VGA touch-screen, a retractable keyboard, a smartcard reader and 
ingredients required for plug-and-play access to Internet. It is based on pJava™, the latest fh in-client 
software suite from SunMicrosystems™, thus meeting all Internet standards. 


•• 




The Hi-Speed Company 


http://www.alcatel.com 


Mjy uwM-ijnd piano w iighlwd tracfa moria trotw Sun Mi a oi yiiw « toe. Akafal it a ragiritrad trod* moA froa» Aicotai Abthom 5A. CHIP bo registered trod* mark of Vogd \falag und Drink GmbH. C06FT u a registered trade mark of Deutsc'n Messe GmbH. 
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MANAGEMENT & TECHNOLOGY 


MANAGEMENT INSIDE SHELL 


Oiling the group’s 
wheels of change 


Transformation may stop short of revising 
the basic structure, says Robert Corzine 


Ul Humility is “in" at 
RjJ the Royal Dutch/ 
Shell group. "We 
can't succeed in the transfor- 
mation without it," says one 
senior executive. 

Perhaps, but it will be the 
growth in profitability 
rather than the spread of 
h umili ty by which the pres- 
ent transformation will be 
judged. 

The programme is 
intended to lift the tradi- 
tional bureaucratic and 
organisational barriers that 
threaten to stifle innovation 
within the world's second- 
biggest company. It aims to 
instil a renewed sense of 
freedom within Shell, while 
at the same time preserving 
the cultural and behavioural 
“glue” that has made the 
company one of the world's 
most successful since the 
informal merger of Royal 
Dutch Petroleum and Shell 
Transport and Trading 90 
years ago. 

An important aspect of the 
transformation is to create 
businesses that reflect 
demands of their markets 
and customers, rather than 
businesses in line with an 
outdated corporate struc- 
ture. 

Chemicals is a case in 
point. In recent years the 
division, which was tradi- 
tionally run along national 
lines, has performed poorly 


against its main competitors, 
such as Exxon. Executives 
admit that it will be another 
two years or so before it is at 
the top rung of international 
competitiveness. 

But the crisis of perfor- 
mance that triggered severe 
cost-cutting in the chemicals 
business has had a silver lin- 
ing. according to Evert 
Henke, head of worldwide 
chemicals; "You cannot go 
through a severe cost- 
cutting exercise and 
not change people's behav- 
iour." 

Part of that behavioural 
change is to think globally, 
since that is how heavily 
commoditised chemical mar- 
kets are organised. 

Chemicals is the only 
Shell business run on such 
lines, and the problems and 
opportunities it produces 
offer an Insight into the 
dilemmas posed by the 
transformation. 

The relationship between 
chemicals and rest of the 
Shell group is changing. 
"The decisions we make on 
investment are designed to 
maximi se our global profit 
and loss statement,” says Mr 
Henke, and not to boost the 
prospects of national Shell 
operating companies. 

What happens if a national 
Shell chairman suggests Mr 
Henke invest in his country 

in order to boost the compa- 
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Andrew Baxter on 

a stackable, 
recyclable can 

■U| For decades, ordinary 
lever-lid metal cans 
mwlrnt have been used to 
hold everything from treacle 
to paint. Now the traditional 
can faces a new challenge 
from plastic. 

A UK-based plastics inno- 
vator has found a way to 
make a stackable, recyclable 
container from PET (poly- 
ethylene terephthalate) in 
one operation, including an 
extremely rigid box-section 
rim with a large "undercut". 

This is something the plas- 
tics industry has been trying 
to achieve for years. At pres- 
ent. plastic cans must be 
made in a complex, two-part 
process - the body is blow- 
moulded and the rim is 
welded on top. 

Inventor Jonathan Britton 
and two other UK plastics 
industry entrepreneurs, 
John Skerratt and John Hib- 
borU got together with solici- 
tor Richard Graham last 
year to form the Plastic Can 
Company \wicwxanopet. 
com). They are officially 
launching the concept this 
week at Pakex 99. a UK 
packaging exhibition. 

The story began in 1994 
when Mr Skerratt asked Mr 
Britton if he could find an 
economical way to make a 
PET version of small metal 
paint cans. “These cans have 
a heavy undercut, which 
meant that you could not 
blow-mould them or collapse 
a core," says Mr Britton. 

After 18 months of trial 
and error. Mr Britton found 
a solution by adapting the 
standard way to make PET 
bottles and other shapes. 
This involves using injection 
moulding to make a pre- 
form. which is then heated, 
stretched, and blow-moulded 
under pressure. 

Mr Britton decided to 
make a pre-form with a rim 
on it already, and then fol- 
low the same route, making 
tho blow nozzle the same 
shape as the top of the can. 

It worked on a small scale. 
Subsequently. Aoki, the Jap- 


ny’s other businesses? “His 
political clout doesn't figure 
In my thinking-" 

But if chemicals is grow- 
ing apart from other Shell 
businesses, might it not 
make sense to spin it off 
from the rest of the group? 
“That question has been 
asked at every, level of the 
business," he says. “If the 
numbers were convincing, 
perhaps that would be 
the way to go, but they 
aren't" 

Critics of the company, 
however, question the sin- 
cerity of such statements. 
They doubt whether the 
company’s top managers 
would seriously consider 
such a radical step as break- 
ing off an established part of 
the business, even if one of 
the avowed goals of the 
transformation Is to encour- 
age the "atomisation" of the 
group, albeit in the context 
of a "loose federation". 

“Why should what hap- 
pens in a remote part of a 
Nigerian oilfield affect a 
totally different business in, 
say. Germany?" asks one for- 
mer executive, who ques- 
tions the rigour with which 
sbipii aarataim its long-term 
structure. 

There is clearly reluctance 
by top managers to question 
basic tenets of how Shell is 
structured and run. 

*T have the greatest admi- 
ration for the 90-year-old 
structure," says Cor 
HerkstrOter, outgoing chair - 



Mark Moody-Stuart rejects idea that collective leadership needs modernising 


man of the committee of 
managing directors. “No one 
can say that because we 
didn’t formally merge that 
there is a difference between 
Royal Dutch and Shell TOT.” 

Mark Moody-Stuart. his 
designated successor at the 
committee, rejects sugges- 
tions that Shell’s collective 
leadership needs moderni- 
sing. “We have no wish to be 
exactly the same as every- 
one else,” he says. Tm not 
convinced that Shell Is best 
run by a US-style CEO with 
God-like powers. In many 
other organisations people 
won’t do something because 


they are scared the leader 
won’t like it The CMD has a 
clear leader but it is a 
team." 

But if some Ideas are taboo 
in terms of the transforma- 
tion, others are ambitious. 
Take the company's commit- 
ment to diversity. Shell says 
it wants to increase the 
numer of women among 
senior executive ranks from 
4 per cent to 20 per cent in 
the next few years, and 
increase ethnic diversity at 
the top. 

Managers believe diversity 
is the way to unlock the cre- 
ativity and competitiveness 


PROFILE HANK GREENBERG, CHIEF EXECUTIVE OF AMERICAN INTERNATIONAL GROUP __ 

Veteran with a global eye 


Britton with Ms recyclable plastic containers Tony Andrews 

TECHNOLOGY PLASTIC CONTAINERS 

A can-do 
solution to an 
old problem 


The head of the US’s largest general 
insurer tells John Authers about strategy 

The second world fund, an equity vehicle that 
R war provided the first raised more than $1.5bn. Mr 

big opportunity in Greenberg is also drumming 
Japan for American Interna- up support for a recovery 
tional Group, the largest fund, aiming to invest at 
general insurer in the US. It least $lbn in equities, mar- 
broke Into the market by ketable securities and corpo- 
selling life insurance to Gen- rate bonds, 
eral McArthur's occupying Other emerging market 
troops - and has been there deals struck during the past 
ever since. six months hint at the 

£f Maurice “Hank" Green- breadth of his ambitions, 
berg, AIG’s .chief executive, They include a joint venture 
has anything to do with it, with Rakhat, a local indus- 
the Asian financial crisis trial conglomerate, to offer 
could yield similar results, insurance in Kazakhstan; 


anese producer of stretch 
blow-moulding machines, 
made some 750ml cans - the 
size used, typically, for gloss 
paint - for the UK company 
and a 2Vi- litre version, as 
used for large cans of emul- 
sion paint. 

A one-piece plastic can 
with lever lid may have 
important implications for 
makers and users of cans, 
and material suppliers. Even 
if the can itself was no less 
expensive, making the tool- 
ing for the lid would be a 
fraction of the price of that 
for a screw-top jar, says Mr 
Britton. 

The design may open the 
way to using all-PET cans 
for solvent-based paints. 
Other plastics are too simi- 
lar to these paints chemi- 
cally. but a one-piece PET 
can and lid may be 30 per 
cent cheaper tor paint manu- 
facturers than metal cans, 
Mr Britton estimates. 

The design is creating 
interest throughout the 
packaging supply chain. It 
gives PET suppliers an 
opportunity to broaden their 
market, just now dominated 
by carbonated soft drink or 
water containers. 

Mr Skerratt believes the 
logistics of can manufactur- 
ing may be transformed by 
the one-piece plastic can. 
Rather than buying many 
empty metal cans from a dis- 
tant cannery, end-users 
could hare plastic versions 
made on-site for an invest- 
ment of about £im (Si. 67m). 
saving on transport, he says. 

With the patenting process 
nearly complete, the Plastic 
Can Company plans to 
license the process and will 
not become a manufacturer, 
says Mr Graham. Mean- 
while, two other develop- 
ments are close to being 
fully patented, but further 
from being commercialised. 

One is an innovative way 
to form Internal threads and 
undercuts on stretch blow- 
moulded bottles and contain- 
ers in PET and other plas- 
tics. The other is a way to 
make a pressurised plastic 
container that can be used 
with an aerosol without fur- 
ther strengthening the base. 


r war provided the first 
big opportunity In 
Japan for American Interna- 
tional Group, the largest 
general insurer in the US. It 
broke into the market by 
selling life insurance to Gen- 
eral McArthur's occupying 
troops — and hga been there 
ever since. 

If Maurice “Hank" Green- 
berg, AIG’s .chief executive, 
has anything to do with it, 
the Asian financial crisis 
could yield similar results. 
"We haven't lost faith in 
Asia. Asia has an industri- 
ous population with a very 
high savings rate and, when 
all of this is over, I think 
some of the reforms that are 
being debated will make for 
a better region In the longer 
term.” 

Mr Greenberg, an ener- 
getic 73-year-old who suc- 
ceeded the group’s founder 
as chief executive in 1962, 
says AIG is more interna- 
tional than American. The 
group, which boosted profits 
to $3.33bn last year despite 
the negative impact of Asian 
currency depreciations, was 
founded in Shanghai It oper- 
ated in several Pacific Rim 
countries before it opened its 
first US office 

Tbat tradition continues. 
At the end of 'last year, in 
the thick of south-east Asia’s 
turmoil, AIG launched its 
second Asia infrastructure 


monious the US insurance 
industry had seen in years, 
and analysts were impressed 
when AIG opted to with- 
draw, pocketing more than 
$100m in compensation. 

Mr Greenberg seems some- 
what detached from his 
peers in US insurance, who 
have become preoccupied by 
talk of consolidation. He 
feels above the fray. 

"There is more supply 
than demand and SO prices 
suffer. That's been a driving 
force for some consolidation 
within tiie industry for those 
who have felt they didn’t 
have a great future on their 


We aren’t going to be in every form 
of financial services. I don’t think 
anyone can have the scale to do all 
parts of the business effectively’ 


another with US Healthcare 
to sell health insurance in 
Singapore; the acquisitions 
of consumer credit compa- 
nies in Thailand and Brazil; 
and the purchase of a licence 
to sell motor insurance in 
Japan. 

Mr Greenberg has also 
been fully engaged domesti- 
cally, although this month 
he walked away from a 
$2.3bn deal to buy American 
Bankers Insurance of Miami, 
losing out to Cendant, a 
direct marketing company. 
The fight was the most acri- 


own," he says. “That's not 
the case for AIG. It's a global 
underwriter ... We are in 
financial services, in- many 
types of business.” 

He admits that running a 
global collection of diverse 
businesses has to he handled 
carefully. “We have strong 
regional management They 
have oversight to some 
degree from central manage- 
ment. It’s more informal 
than most companies, I 
think. On the other han d, 
there’s a check-and-balance 
system." 


Mr Greenberg is famously 
intolerant of muddled think- 
ing. Any regional managers 
who underperform, even in 
fhiie informal structure, are 
unlikely to escape his atten- 
tion. He still calls the shots 
even though his son. Evan, 
is in position to succeed. At 
present it appears to be 
Hank, and not Evan, who is 
mapping out the company's 
fixture. 

That Is likely to see fur- 
ther diversification from 
pure insurance to businesses 
such as aircraft leasing, 
derivatives and asset man- 
agement A move into main- 
stream banking, however, is 
out "The basic business is - 
and will be - insurance," he 
says emphatically. “It 
doesn’t mean we don’t want 
to grow our financial ser- 
vices business. But we aren't 
going to he in every form of 
financial services. 1 don’t 
think anyone can have the 
scale to do all parts of the 
business effectively." 

As a chief executive bent 
on international expansion, 
it is not surprising he takes 
an overtly political role in 
trade issues. He is formida- 
bly well connected and has 
taken a more strident role in 
opposing protectionist ele- 
ments in Congress than 
almost any other US busi- 
ness figure. 

He has qualified praise for 
the International Monetary 
Fund’s role in containing 
Asia’s crisis. “The IMF 
started out saying they had 



COMMUNICATING THE MESSAGE - 

Shell gets its 
own TV shows 

■XM "We have seen the employees wifi feel «nb 
1W enemy and he is us." ened by TV straws? Stk 
fid That, in a nutshell. Is they not seek out centre 




Malcolm Watson 


inherent in Shell. “We need 
a diversity of people on our 
side playing the game,” Gays 
Mr Moody-Stuart 
Diversity may also be cru- 
cial to sustain the transfor- 
mation after the first flush 
of enthusiasm has faded, 
since it offers the promise of 
long-term fundamental 
r-viangp But it is In exactly 
such imprecise and “soft” 
areas as diversity that Shell 
has stumbled in the past 

This is the last of three 
articles on Royal Dutch! Shed 
The other ttoo were published 
on March 13 and March 27. 


BBS "We have seen the 
B ^ Y enemy and ho is us." 
lid That in a nutshell, is 
the biggest threat to Shell’s 

corporate transformation 
programme, writes Robert 
C orzine . 

Although top managers 
say. the message that Shell 
must undergo a profound 
cultural and behavioural 
change is filtering to the 
lower levels, it is also clear 
that there is still substantial 
resistance to change, 

"I can see the terror In the 
eyes of the local manage- 
ment team," says Phil Watts, 
head of global exploration 
and production. "People bate 
. giving up predictability, 
order and stability." 

Concern flxrwmg top man- 
agers that the message may 
not get through prompted 
Shell to put together in five 
weeks one of the world's 
biggest corporate satellite 
television networks. 

The aim was to get the 
message across to lower- 
level that it was okay to 
do thing s differently, in spite 
of what some mid-level man- 
agers might say. “They have 
all seen management fads 
come and go." says Mr 
Watts. “But If they see the 
head of E&P saying it’s 
okay, then they know this is 
for real." 

Manag ement by talk show 
is only part of the solution. 
After all. for years Shell 
preached the mantra that 
mld-lere! managers have all 
the answers. Gan top execu- 
tives believe that lower-level 


employees wifi foe) embold- 
ened by TV straws? Shook! 
they not seek out centres of 
resistance to uvritoraatta; 
and crush them? 

Senior executives wines at 
such words; "We spent « kg 
of time convincing people 
rather than eliminating 
large swathes of staff," tty& . 
Mark Moody-Stuart. chair- 
man of Shell Transport and 
Trading in London. “We 
want people to fee) free to 
express opinions. Chang* 
can also destroy something 
very important. Transfonifa- 
tion is about winning hearts 
and minds." 

Resistance has been -aap*.-. 
dally strong in western 
Europe, whore national Shall 
companies argued -that they 
would "lose their localnss” 
IT a regional oil products 
business was established. 

Mr Moody-Stuart admits a 
"certain amount of mutual 
parting" in Europe, but shies 
away from describing it as 
sacking recalcitrant manag- 
ers: “If someone is plainly 
dishonest or malicious, no 
one has a problem 'firing' 
them. If a human being has 
different views then it’s part- 
ing company. 1 * 

John Hofmeistor, oversee- 
ing the transformation, says 
outsiders should not judge 
too harshly: "When Jack 
Welch was transforming 
General Electric In the US, 
important steps were taken 
In the first two or three 
years but tho outside world 
didn't see much change, ' 
Shell is at that point now.” 



Stn calling the shots: American tatamatioaal’a Hank Greenberg 


one treatment for all ill- 
nesses, but they have been 
moderating their pitch as 
they got into the countries 
and saw that some greater 
stimulation is needed in 
some sectors of the econ 1 
(any. They aren't ideologues 
about having a budget sur- 
plus everywhere. Everyone 
has learnt a great deal in the 
last couple of months." 

He does not hide his con- 
tempt for those in Congress 
who want to cut the US con- 
tribution to the IMF. *T think 
the IMF is the only game in 


town. There's no other insti- 
tution. You don’t try to cre- 
ate a new boat in the middle 
of the ocean. You stick with 
the one you are in." he says. 

“I think the US Congress 
has got to make a contribu- 
tion to the IMF. To me it's 
bewildering that we have 
multilateral organisations 
that we belong to but we 
don’t pay our way. If you 
belong to the club you had 
bettor pay your dues. It’s not 
just in the interests of busi- 
ness. It’s in the- national 
Interest of the US.” 


JOHN KAY 


Economic forces and the hairdresser 


Why are some sectors dominated by a few companies, while 
others are highly fragmented? 


Wherever you go, the oil 
market, the banking sector, 
and the car industry are 
dominated by a few 
companies. But estate 
agency, agriculture and 
plumbing are not In most 
countries, retail Hawking Is 
organised into chains that 
operate on a national basts 
(except in the US. where 
legislation was introduced to 
stop it}. That is also true, 
but less so. of food retailing. 
And much less true if you 
are selling clothes. 

An this is evidence tHqf 
industrial structure is the 
product of economic forces 
that are general in their 
geographic application yet 
specific in their application 
to particular sectors. It is not 
generally a matter of 
historical accident or 
Inevitable trends that are 
uniform in their incid ence 
across the economy . 

Yet only recently have 
there been systematic 
attempts to identify or 


explain these forces. 

Market size is one important 
factor. Many services have 
to be delivered locally, so the 
effective market is really 
much small er and more 
concentrated than shares of 
total output would suggest. 
No company has a very large 
share of retail newspaper 
Bales, but that Is not the 
point. Most customers have 
a wider effective choice of 
detergents than of 
newsagents, even though 
there are few detergent 
manufacturers and many 
news stands. 

Thirty car manufacturers, 
or 10 brands of oil. or six 
hairdressers, provide all the 
choice anyone would need. 
But it is cheap to ship cars 
and oil, but not haircuts, 
around the world. So 30 car 
manufacturers can provide 
not only all the choice 
anyone could need, but all 
the choice everyone could 
need. This is not true of 
hairdressers, so there need 


to be many more 

hairdressers than car 
manufacturers. 

So deciding whether an 
industry structure is 
concentrated or not depends 
on how you define the 
market Perrier has a large 
share of the bottled water 
market, but a small share if 
you indude tap water. And 
is the world pharmaceutical 
industry highly concentrated 
or not? On one measure, no: 
even the largest companies, 
such as Merck and Glaxo 
Wellcome, have less than iq 
per cent of total sales. But if 
you look at most particular 
therapeutic categories you 
will find them dominated by 
two or three products. 

These are the issues 
anti-trust agencies wrestle 
with. And the same issues 
confront the business 
analyst who has to riprjd p 
whether an industry is 
particularly fragmented or 
particularly concentrated. 

But it is not only the 


balance between scale 
economies and market size 
that matters. Banking jg 
dominated by large 
organisations. I could set up 
a bank in my shed with only 
a computer, a phone and a 
licence from the Financial 
Services Authority. With no 
need of an expensive lunch 
room, well-paid executives 
car a branch network, it is 
not Obvious that my costs 
would be higher than 
Citicorp’s. The problem is, 
credibility matters a lot in a 
bank, and credibility tends 
to go with size. 

That is one eram p fe of a 
market that has a 
winner-takes-all property. 
Customers want the most 
secure bank, the most 

effective drug, the most 
widely accepted credit card 
and the computer operating 
system that has the largest 

range of software associated 
[ with it 

These winner-take-all 
markets tend to become 
concentrated. That is why 
therapeutic categories (but 
not the pharmaceutical 
industry as a whole) show 


high concentration. 

And there are other 
winner-takes-all, or 
winn er -takes -most, 
structures. In some, 
industries the largest 
research and development 
budget scoops the pool 
(perhaps less common than 
you might think , but an 
important factor in 
International Business 
Machines’ former 
dominance), in other 
industries the largest 
advertising' spend scoops the 
pool. That is why most 
fast-moving consumer goods 
markets are relatively 
concentrated. 

The strength of 
competition Is also relevant. 
More intense competition 
tends to mean fewer 
organisations. Weak 
competition protects weak 
companies; deregulation or 
decartelisation removes that 
protection. American airline 
deregulation illustrated that 
welL The immediate 
outcome was a wave of 
entries, but in the end there 
were fewer companies than- 
before. That will in Europe 


too: the trends are already 
evident 

And yet there are many 
industries to which none 
these factors apply, pur- • 
picture of an industri al ^ 
economy Is often, distort^ 
by the nature of. the quo*®* 
sector. If you put your &I“ ? 

In the FTSE 100 index, your 

view of the economy is ; 
skewed towards banks, 
pharmaceuticals, and oil 
companies. If you want to 
invest In plumbing oar 
farming, you cannot do it \ 
through the stock market? 

and your choice of estate - 

agents is limited to a 
handful of small firms. 

There rare generalisation* 
to be made but no general - 
conclusions applicable to ■ 

industries. And do not 

believe those who tell you 
that concentration or 
globalisation fa inevitable* 
Think of your hairdresser. 

The author is the Pear . 
Moores Director of ths Saw 
Business School at ■ 
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THE ARTS 


AHT FAIRS NEW YORK SALEROOMS 


Barbaric and decorative 


Susan Moore 

explores rare Asian 
animal imagery 

Asia Week in the New York 
salerooms and, more particu- 
larly, the phenomenal suc- 
cess of the International 
Asian Art Fair at the Park 
Avenue Armory (today is the 
last day), has proved a cata- 
lyst for a host of shows in 
the commercial galleries, 
last year, London dealers 
Esfeeoazi Ltd stole the lime- 
light with a spectacular 
offering of Ban and Tang 
ceramic sculpture. This year 
sees the home dealers rally. 

At the Ariadne Galleries i$ 
a rare, glorious and "bar- 
baric” display: ‘Treasures of 
the Eurasian Steppes - Ani- 
mal Art from 800BC to 
AD200” (970 Madison Ave- 
nue, until April 30). Spotlit 
within this dark, temporar- 
ily tented space gleam 
almost 200 small objects 
made mostly of bronze, sil- 
ver or gold. Such portable 
luxury goods, usually orna- 
ment for man, horse, chariot 
or weapon, are all that sur- 
vive of the shadowy nomadic 
tribes of Dark Age Eurasia. 


This collection, and its 
h andsome catalogue, explore 
the contribution made by 
these extensively travelled 
ancient peoples to the artis- 
tic traditions of local settled 
communities. While these 
settlements produced the 
luxury goods for nomadic 
consumption, the tribesmen, 
themselves - as herders and 
huntsmen, traders and raid- 
ers - account for the 
cross-pollination of this vast 
area's regional styles. Com- 
mon to them all, however, 
was the use of animal imag- 
ery. 

Anim al or zoomarphic ele- 
ments range from the natu- 
ralistic to the stylised, the 
real and the fantastical, 
often embracing the two. 
Take, for instance, the lively, 
realistically modelled low-re- 
lief figure of a once glided 
bronze bun. head tilted, tail* 
a-swishing, made in eastern 
central Asia/north-west 
China 4th-2nd century BC 
and used as a belt plaque. In 
contrast, objects like the two 
openwork gold plaques made 
in southern Siberia 4th-3rd 
century BC, where four 
bird’s heads are arranged 
geometrically at each corner. 


a re stylised to the point of 
almost unrecognisable 
abstraction. 

A pair of gflt bronze belt 
plaques made in north China 
3rd-lst century BC, finds 
naturalistic wolves and 
bears modelled In fairly high 
relief battling with some 
strange, striated mythical 
creature with raptor heads. 

Only survivors of 
the shadowy 
nomadic tribes of 
Dark Age Eurasia 

Identical examples have 
been excavated as far afield 
as a Han dynasty antiquari- 
an’s tomb in Shaanxi prov- 
ince to a Hun burial in Kaz- 
akhstan in the southern 
Urals. 

Other animal forms are 
stylised to suit the function 
of the piece. UKe a bronze 
harness ring from I0th-7th 
century BC Iran bearing 
exaggerated curling ibex 
horns. Elsewhere, it is hard 
not to admire pieces - like 
the part gilt rectangular 
plaque ornamented with 


four stags - as masterly exer- 
cises in pnrely decorative 
sty lisa tion. 

Possibly the first collector 
of this art was Peter the 
Great, who amassed hoards 
said to have come from 
Siberia in his K wts t kamme r, 
and now In the Hermitage. 
The museum will benefit 
from the sale of the cata- 
logues of this collection 
which, gathered over 15 
years, is being offered en 
bloc - the asking price, $6m. 

"Animals and Animal 
Designs in Chinese Art" is 
the theme of this year’s 
Eskenari show (28 East 78th 
Street, until Saturday). 
While the material of the 
two shows overlaps with the 
likes of the two gOt bronze 
plaques from the Ordos 
region north of China, this 
exhibition embraces a wide 
range of materials and peri- 
ods. 

There are Han earthen- 
ware pottery and gilt bronze 
figures, for Instance, Tang 
silver vessels. Song stone- 
ware, Ming porcelain and 
carved jade, as well as 
bronzes where the individual 
elements of each creature 
are abstracted and arranged 


to strictly symmetrical pat- 
terns centred on the eyes. 
Naturalism is again married 
with fantasy in 'the Eastern 
Zhou period bronze ' tiger- 
cura-leopard, whose well- 
modelled muscular body has 
been split in two from a sin- 
gle head to provide a corner- 
piece to support a vessel or 
tray, the whole then wildly 
inlaid to scrolls of silver. 

For the most part, how- 
ever, the appeal of the show 
for a contemporary audience 
derives from the various 
craftsmen's close observa- 
tion of nature. Perhaps 
nowhere is this more appeal- 
ing than in the Han Dynasty 
bronze incense burner in the 
form of a walking tortoise, 
inlaid with silver and gold. 
The plodding, purposeful 
motion of the animal, an 
emblem of longevity, has 
been captured precisely, as 
has his inquisitive beady 
agate eyes, wrinkled and 
scaly skin and silver tufted 
beard. No comparable exam- 
ple is known. 

J.J. Lally & Co (41 East 
57th Street) meanwhile, 
devotes an entire show to 
the arts of the Han Dynasty, 
most notably to the large. 



Bovine belt plaque: broom wflh traces of gftSno, depicting a bid in profile 


distinctive pottery figures 
from remote Sichuan prov- 
ince. The antithesis of those 
serene and silent elegant fig- 
ures made for the Tang 
court, "these pieces, fired 
from coarse red day. are 
characterised by an earthy, 
robust vigour. Here Is 
humanity, warts and alL 
In. the case, of the comic 
figure of the storyteller, this 
humanity is short of 

grotesque. This hunched, 
pot-bellied charmer, com- 
plete with Hobby nose and 
collapsed, grimacing mouth, 
is having difficulty keeping 
his trousers up as he acts 
out his humourous tale. 


-drum in one hand, the other 
keeping hold of his disap- 
pearing.waistband. 

The almost metre-high 
prancing horse, his strong 
head and neck vigorously 
modelled, lays claim to being 
the finest known model of 
the Han emperors’ new 
breed of “celestial horses" 
imported into China from 
central Asia to keep the 
mounted warriors of the 
nomadic Xlongnu at bay. 
Until April 1L 

More ancient Chinese art, 
this time from the Warring 
States and Tang periods, is 
shown by Paris-based dealer 
Christian Deydler at the Jan 


Krugier Gallery, alongside 
work on paper by, Zao 
Wou-Ri (again at the Puller 
Building at 41 East 57tb 
Street, until April 11). At 
M.D. Flacks Ltd (3S East 57th 
Street, until tomorrow). 
-Classical Chinese furniture 
is complemented by a stun- 
ning array of 40 silk embroi- 
deries, brocades and tapes- 
tries dating AD 900-1600, 
courtesy of London's The 
Textile Gallery. 

These vivid survivals take 
jos back to the Silk Route, 
and are further witness to 
the movement of craftsmen, 
materials, techniques and 
imagery along it. 




Contrived 
and richly 
disappointing 


THEATRE 

AL^MRMMULAY 

Give Me Your A nsw er , Do! 
Hanpstoad Theatre, London 

Brian Friel's latest play Give 
Me Your Answer, Do! - new 
last year in Dublin, now 
receiving its British premi- 
ere - is a thick tapestry of 
several themes, so well tex- 
tured that it moves easily 
between pain and humour in 
a sentence, and so well plot- 
ted that we keep reinterpret- 
ing the past, present and 
future of the characters 
onstage. Mother. "Oh yes. 
You were more than promis- 
ing once. Threw it all up for 
something bigger, didn't 
you?” (Apparently changing 
subject, and looking at the 
glass in her daughter’s 
hand.) “What’s that?" 
Daughter. “Gin." 

The play is about blighted 
promise and frustrated 
hopes, about the ironies 
between life and art. about 
the social humiliations 
wrought by family among 
friends, and about the ways 
In which husband/wife/child 
patterns do and don’t repeat 
from one generation to the 
next 

This sounds a lot, and 
eventually Friel seems to 
bite off more than he chews. 
What’s more, at times the 
play becomes artificial, con- 
trived. in some of the too- 
ptrtished speeches and too- 
composed situations it sets 
before us. Still, even if you 
find the play disappointing, 
as I do. you can hardly miss 
the complex, humane, high 
standards it sets itself and 
nearly attains. Being disap- 
pointed by Give Me Your 
Answer, Do! is a richer expe- 
rience than being satisfied 
by many other plays. 


Daisy has had great musi- 
cal promise, which she chose 
to leave under-fulfilled; 
instead, she married Tom. a 
novelist, and had a daughter. 
Bridget At the time of the 
play, Tom has published 
nothing for years; Bridget 
has been in hospital for sev- 
eral years, locked into 
speechless mental distur- 
bance; Daisy cannot pay 
their bills, and keeps herself 
calm with gin. Her parents 
come to visit. Jack, her 
father, is a charming old 
cocktail pianist but also an 
occasional, compulsive thief; 
her mother, Maggie, a pillar 
of rectitude, is a recently 
retired doctor who refuses to 
acknowledge that her arthri- 
tis may confine her to a 
wheelchair within months. 

This would be a recipe for 
vicious Strindbergian des- 
pair - were it not for the 
solid affection and solicitude 
that is abundantly shown 
between members of the 
family, and beautifully 
detailed. Still, affection and 
solicitude are ambiguous. 
We keep seeing the painful 
truths which characters try 
not to acknowledge, and we 
keep being made to wonder 
about other matters. In par- 
ticular: is Tom's devotion to 
his now hospitalised daugh- 
ter an expression and/or 
denial of incestuous desire 
for her? 

For much of the play, all 
this is overlaid by the visit 
of another couple, old 
friends of Tom’s and Daisy's, 
the fellow-novelist Garret 
Fitzmanrice and his wife 
Grdinne. Tom and Daisy, 
although outgoing and 
warm, play a more advanced 
version of the game going on 
elsewhere here: wound or 
humiliate your spouse under 
the cover of social inter- 
course. Garret, a more pub- 



Subfte im p ressions : WaP Buggy and Geraldine James in “Give Me Your Answer, BoP 


lished, populist, and popular 
novelist than Tom. nonethe- 
less is full of writerly insecu- 
rities. and Gr&inne is espe- 
cially good in jabbing at this 
Achille’s heel of his. When 
someone says "Novelists 
don’t retire, do they?” she 
pounces: “They should. 
Instead of stumbling on after 
they’re dead. Creatively." 
And yet she - three- 
dimensional. like all this 
play's characters - regrets 
this sophisticated marital 
guerilla warfare. 

This London premiere, 
handsomely cast, is beauti- 
fully directed by Robin 


Lelbvre. Admittedly, one cli- 
mactic moment is staged too 
much like the frozen begin- 
ning of a Rossini an ensem- 
ble, with all the characters 
aghast; and there are one or 
two other touches of stagi- 
ness. Yet even these 
moments are redeemed by 
Friel’s writing; how stirring 
it is when Maggie, after lash- 
ing her husband with the 
maximum severity of her 
tongue before everyone, then 
says sofily, “And to think 
that was the boy who once 
flooded my head with 
music”. 

No performance is more 


exceptional than Niall Bug- 
gy's as Tom. He shambles 
through the play like a lost 
child or holy fool, folding up 
again and again in unex- 
pressed misery. Once you 
see him crumple, then 
explode In fury, then crum- 
ple again, all in a few sec- 
onds. and without straining 
for effect superb, and touch- 
ing. Geraldine James’s flaw- 
less Daisy is an enthralling 
mixture of strength, and 
calm and resignation; she 
seems to have gone beyond 
the pain that Tom suffers, 
and her tender, ironic endur- 
ance becomes the deep heart 


of the play. Margaret Tyzack 
and John Wood vine are her 
parents. Gawn Grainger and 
Sorcha Cusack are the Frtz- 
maurices. 

Despite the odd passage of 
theatrical contrivance, 
despite the excess of unre- 
solved narrative threads 
(Aneirin Hughes plays, very 
well, an archivist whose 
function is obviously under- 
developed by Friel). Give Me 
Your Answer. Do! leaves a 
large and subtle impression. 
When it ends, you applaud 
as if some strange new sen- 
sation had entered your life 
and bad then withdrawn. 


Landscapes 
in concert 


0PERA_ 

DAVI D MURRAY 

Rfctart Hfcfcox and the City 
of Loudon Sutfonte 

As Londoners settle into an 
enforced period of operas-in- 
concert while somebody 
sorts out the Royal Opera, 
such events are prolifera- 
ting. Richard EGckox and his 
City of London Slnfonia gave 
their second of three perfor- 
mances in the Barbican con- 
cert hall, each offering an 
“opera” more or less con- 
nected to A Midsummer 
Night's Dream. 

“Opera", siri - because 
Mendelssohn’s Dream only 
adds incidental music to the 
spoken play, performed 
together here a couple of 
weeks ago; and Weber's 
Oberon, which we heard last 
Thursday, is a farrago, a 
pantomime with songs and 
scene-music, connected to 
Shakespeare only through 
naming three characters 
after Pock, Titania and its 
eponym. 

Oberon is the only interest- 
ing example we have of its 
peculiar. early-19th century 
English genre. You may 
think that the National 
Theatre has an unhealthy 
taste for domineering, over- 
weening sets, but at least 
those are generally inspired 
by the play, or anyhow the 
designer’s reading of it. 
Oberon, written for the 
Covent Garden d antan. rep- 
resents something stranger 
“opera” in which the entire 
course of the action was 
motivated by the scenery, 
the new effects and transfor- 
mations that the theatre 
could triumphantly offer. 

The CLS concert-perfor- 
mance, therefore, excluded 
the raison d'etre of the piece, 
stripped of its visual excur- 
sions into sensational land- 
scapes from Charlemagne’s 
France to Egypt and back. 


But since that raison is ridic- 
ulous, and Weber's music 
full of delights, nobody could 
object; and furthermore 
Hickox fielded well -chosen 
singers (the original cast 
also included non-singing 
principals), and the welcome 
bonus of Timothy West to 
fill the musical gaps with 
John Warrack's literate nar- 
ration. 

It made a happy evening. 
Only Weber's overture is 
generally familiar, though 
his soprano heroine’s grand 
“Ocean! Thou mighty mon- 
ster'.’ turns up from time to 
time in concert-programmes. 
The range and fresh variety 
of the rest of the score is 
captivating, from simple bal- 
lads to dramatic arias, 
ensembles and picturesque 
choruses. The London Sym- 
phony Chorus delivered the 
latter with polished 
strength. 

The leading pair were 
North American: Christine 
Brewer lustily elegant as the 
heroine Reiza, Alan Wood- 
row urgent and forceful in 
her lover Huon's big, 
high-flying numbers, but in 
slower music tending to 
home in on true pitch from 
some audible distance away 
- a bit queasy. Pamela Helen 
Stephen's shapely, sexy 
mezzo was lovely to hear in 
the handmaiden Fatima's 
songs. 

Lesser roles were expertly 
taken by Alan Opie. Jean 
Rigby and Susan Gritton. 
John Daszak sang a decent 
but uncharismatic Oberon. It 
was nice to bear this frag- 
mented score (rather like the 
mock-exotic operas Zmde 
and L'Oca del Cairo that 
Mozart began and then aban- 
doned), and nice also to 
think that no money had 
been, wasted on staging the 
whole silly show. 

Sponsored by HSBC Holdings 
pic, with support from the 
Riqral PMhanrontc Society. 
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INTERNATIONAL 

Arts 

Guide 

BALTIMORE 

EXHIBITIONS 
Watters Art Gafiery 

Teh 1-410-5479000 

• Masters of Light: Dutch Painting 
from Utrecht in the Golden Age. 
Brings together 74 works produced 
by painters working in the city In the 
first half of the 17th century: ends on 
Sunday, then transfers to London 

• Monet Paintings of Gfvemy from 
the Musde Marmottan. 22 paintings 
produced during the Fast 23 years of 
the artist's life, when his e ne rgie s 
were focused on painting the 
gardens of Ns estate. Photo murals 
and works from the collection will be 
shown alongside; to May 31 


BERLIN 

DANCE 

Staatsoper unter den linden 
Teb 49-30-2035 4555 
vmw.staatsop6riia5n.org 
Tanzstunden: baRet triple HI. to 
musk: by Henze. Le Drsperazioni del 
Signor PuldneHa, with choreography 
and sets by Dteer Heitkamp: Le Fils 
de I’Air on I' Enfant Change en Jeune 
Homme, in a staging by Henze with 
choregraphy by Marek Rozycki; and 


Labyrinth, by Mark Baldwin; Apr 2, 4 


DUBLIN 

EXHIBITION 

Irish Museum of Modem Art 

Tel: 353-1-612 9900 
Brian Cronin: Fat Face With Fork. 
First exhibition in Ireland of work by 
the Dub tin- bom. New York-based 
Hlustrator; from today until Jun t 


GENEVA 

CONCERT 
Victoria Had 

Tel: 41-22-317 0017 
Orchestra de la Suisse Romande: 
conducted by Heinz Waltberg in 
works by Hindemith, Schumann and 
Brahms; Apr 1 


HELSINKI 

OPERA 

Finnish National Opera 
Tel: 358-9-4030 2211 
The Magic Flute: by Mozart New 
production by Etienne Glaser, 
designed by Peter THIberg. 
Conducted by Mtkfco Franck; 

Apr 1, 4 


LAUSANNE 

CONCERTS 
Theatre de Beaulieu 

Tel: 41-21-643 2211 
Orchestra de la Suisse Romande: 
conducted by Heinz WaMberg in 
works by Hindemith, Schumann and 
Brahms; Apr 2 


LISBON 

CONCERTS 

100 Days Festival, Expo *98 


London Symphony Orchestra: 
Riccardo ChaWy conducts concert 
performances of Mahler’s Totenfeier 
and the closing part of Act 3 of 
Wagner's Gatterdammenjng. With 
sopranos Jane Eaglen and Janice 
Watson: Cofiseu; Apr 1 


LONDON 

CONCERTS 
Queen Elizabeth Hall 
Tel: 44-171-960 4242 
English Chamber Orchestra: 
conducted by Raymond Leppard in 
works by Debussy, Shostakovich, 
Satie and Bizet. With piano soloist 
Alexander Melnikov and trumpet 
soloist Serge Nakariakov; Apr 1 

Royal Festival HaH 
Tel: 44-177-960 4242 

• Bamberg Symphony Orchestra: 
conducted by Ingo Metzmacher in 
works by Bartdk and Mahler. With 
violin soloist Viktoria Muilova; Apr 1 

• Philharmonia Orchestra: 
conducted by Leonard SlatWn In 
works by Rimsky-Korsakov, 

Prokofiev and Rachmaninov. With 
piano soloist Nikola Lugansky; Apr 2 

• London Phil harmonic Orchestra: 
conducted by In go Metzmacher in 
works by Debussy, Tumage and 
Stravinsky. With saxophonist Martin 
Robertson: Apr 3 

• BBC Symphony Orchestra: 
conducted by Jukka-Pekka Saraste 
in the UK premiere of Per Norgard's 
Symphony No. 2, and works by Arvo 
Part and Sibelius. With the Hilliard 
Ensemble, piano soloist Leon 
McCawley and the BBC Symphony 
Chorus: Apr 4 

EXHIBITIONS 
Hayward Gallery 


Tel: 44-171-261 0127 
wwwJtsyward-ga8ery.org. uk 

• Francis Bacon (1909-1992): The 
Human Body. Brings together 
important works dating from 1945 to 
the mid 1980s; to Apr 5 

• Henri Cartier-Bresson: Europeans. 
Exploring changes from the 1930s to 
the 1970s, through the eyes of the 
photographer; to Apr 5 

OPERA 

English National Opera, London 
Coliseum 

Tet 44-171-632 8300 

• La Bohftme: by Puccini. Steven 
PimSott's production is revived by 
Barry Atkinson and Frances Moore, 
and conducted by Alex Ingram; Apr 
2.4 

• The Tales of Hoffman: by 
Offenbach. New production by 
Graham Vick, designed by Tobias 
Hoheteel and conducted by Paul 
Daniel/Wlfliam Lacey. Cast includes 
John Tomlinson; Apr 3 


LUCERNE 

CONCERTS 
Easter Festival 
Tel: 41-41-226 4480 
www.Lucefneftfasfc.ch/ 

• Concemus Musicus Wien: 
conducted by Nikolaus Harnoncourt, 
with the Arnold Schoenberg Choir. In 
works by Haydn; Jesuitenkirche; 

Apr 1 

• Orchestra of the Age -A 
Enlightenment conducted by Frans 
BiOggen in works by Bach. With 
soprano Lynne Dawson; 
Jesuitenkirche; Apr 2 

• Munich Chamber Orchestra: 
conducted by Kari-Friedrich Beringer. 
with the Windsbaeher Kna bench or, in 
Bach's Mass in B minor, 


Jesuitenkirche; Apr 3 

• The English Concert Trevor 
Plrtnock conducts Bach’s St John 
Passion, with soloists including tenor 
Ian Bostrtdge; Jesuitenkirche; Apr 4 

• Thomas Zehetmain recital by the 
violinist of works by Bach; 
Frandskanerkkche; Apr 4 

• St. Matthew Passion: conducted 
by Aids Koch. With singers inducting 
the Lucerne Musk: College and 
Choral Academy; Jesuttedwche; 
Apr5 


MADRID 

EXHIBITION 
Furxfadd “la Ceuta" 

Tel: 34-1-435 4B33 
Rembr a ndt The Human and the 
Natural Landscape. Previously seen 
In Barcelona, this exhibition 
comprises 91 etchings from the 
Rembrandt House Museum in 
Amsterdam ends on Sunday 


MILAN 

OPERA 

Teetro aBa Scale 
Tefc 39-2-88797 
www.fascala.mitana!t 
Unda di Chamounbc by Donizetti. 
Co-production with Vienna 
Staatsoper conducted by Roberto 
Abbado in a staging by August 
Everding; Apr 1, 3 


MUNICH 

CONCERTS 
Ph Bh armonte Qasteig 

Tet. 49-89-5481 8181 
• Bavarian RacSo Symphony 
Orchestra: conducted by Loriri 
Maazel in works by Ravel, Barber 
and Stravinsky; Apr 2. 3 

* < 


• Rundfunkorcheetar des 
Bayerischen Rundfunks: conducted 
by Garcia Navano In extracts from 
operas by composers including 
Puccini said Wagner. With soprano 
Gabriele Schnaut Apr 5 


NEW YORK 

OPERA 

Metropolitan Opera, Lincoln Center 
Tel: 1-212-362 6000 
www.metopera.org 
Lohengrin: by Wagner. New 
production by Robert Wilson, with 
costumes by Frida P ar meggianl; 

Apr 2 

New York City Opera, New York 
State Theater 
Tel: 1-212-870 5570 
www.nycopera.com 
Emmetinee premiered In Santa Fe in 
1996, Tobias Picker’s opera la 
presented here In the same 
production by Francesca ZambeUo, 
with sets by Robert Israel. Based on 
Judith Rossne^s novel. J.D. • 
McOstehy's libretto is a version of 
the Oedipus myth set In New 
England. The cast includes Patricia 
Racatta and the conductor is George 
Manahan; Apr 4 


PARIS 

CONCERT 
Sane Pieyel 

Tel: 33-1-4561 6589 
Orchestra da Paris: conducted by 
Yuri Ahronovitch in works by Weber, 
Bruch and Dvorak. With violin soloist 
Roland Oaugareil; Apr 1. 2 


SAN FRANCISCO 

CONCERTS 


Davies Symphony Hail 
Tet 1-415-664 6000 
www.sfsymphony.org 
San Francisco Symphony Orchestra: 
conducted by Stantslaw 
Skrowaczewski in Elgar's Violin 
Concerto, with soloist Pinchas 
Zukerman. Programme also Includes 
works by Wagner and Sbostkovich; 
Apr 1.2, 3.4 


TOKYO 

CONCERT 

Bunkamure 

Tel: 81-3-3477 9999 
New Japan Philharmonic: conducted 
by Matisiav Rostropovich in works by 
Shostakovich, with violin soloist 
Maxim Vengerov; Orchard Hall; Apr 3 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for Europe 
can be received in western Europe 
on medium wave 646 KHZ (463m) 

EUROPEAN CABUE AND 
SATELLITE BUSINESS TV 

• CNN Inter na t i onal 
Monday to Friday, GMT: 

0&30: Moneyftne with Lou Dobbs 
13.30: Business Asia 
19.30: World Business Today 
2 2 .00: World Business Today Update 

• Bustneas/MaTkat Reports: 

05:07; 06:07; 07:07; 0820; 09:20; 
1020; 1120; 1122; 1220; 1320; 
1420. 

At 0820 TanyH Beckett of FTTV 
reports live from UFFE as the 
London market opens. 

l 
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LIONEL BARBER 

EUROPEAN VIEWPOINT 


Dwarf gains stature 

The European Union has been criticised for failing to forge a 
foreign policy. But enlargement eastwards represents just that 


When Richard Holbrooke 
speaks, the European Union 
winces. More than most, this 
talented and abrasive 
American diplomat has 
discredited Europe’s efforts 
to forge a common foreign 
and security policy. 

Mr Holbrooke brokered 
the Dayton accords, which 
ended the war in Bosnia. He 
relegated the Europeans to 
bit players in their own 
backyard. Soon afterwards, 
he struck again, accusing 
the EU of “sleeping through 
the night" when Greece and 
Turkey almost came to 
blows over an uninhabited 
island in the Aegean. 

This week, the Europeans 
declared: “Enough, already." 
To all those who subscribe 
to the Holbrooke thesis that 
the Union is doomed to 
re main an economic giant 
and a political dwarf, the 15 
member states offered, a 
resounding riposte. 

The occasion was the 
opening of negotiations on 
membership for former 
communist countries of 
central and eastern Europe, 
plus Cyprus. Family photos 
are nothing new. But thfas 
time there was a sense of 
history-in- the- making during 
the televised debate among 
the foreign ministers of the 
15 present and 11 future 
members of the EU. 

We admired the 
combination of humility and 
pride that Bronislaw 
Geremek, the Solidarity 
veteran turned Polish 
foreign minister, displayed 
when he was invited to 
speak first We witnessed the 
exhilaration on the faces of 
the foreign ministers of the 
Baltic states: each liberated 
from the Soviet Union, each 
confident enough to crack 
jokes on camera. With one 
or two exceptions, the 
western Europeans looked 
stodgy by comparison. 

Enlargement will stretch 
well into the next century. 


There will be terrible rows 
over Bulgarian cherries, 
Czech apples and Polish 
potatoes. And remember the 
EU has still to come to an 
agreement over the cost of 
enlargement and the reform 

of the Common Agricultural 

Policy. But no one should 
ignore the dynamic impact 
of enlargement on the 
Union, nor the fact that 
enlargement is the best 
advertisement for the ElTs 
fled g lin g common foreign 
and security policy. 

The perspective of 
membership is exerting a 
powerful and positive 
influence over political 
developments in the 
candidate countries, 
anchoring democracy after 
the fall of the Berlin wall. 

Slovakia is an exception, 
but Hungary is the modeL 
By concluding treaties with 

neighbourin g Romania and 
Slovakia on the treatment of 
ethnic minorities, the 

There will be 
terrible rows over 
Bulgarian 
cherries, Czech 
apples and Polish 
potatoes 

Hungarian government has 
accepted that common 
standards on human rights 
count for more than narrow 
tribal loyalties. 

Weak coalition 
governments in central and 
eastern Europe are 
overcoming bureaucratic 
resistance to economic 
reform, thanira to the 
external pressure for 
compliance with the ElTs 
single market. 

The approach has a timely 
precedent Weak coalition 
governments in western 
Europe have used the 


Maastricht criteria as 
“political cover” for 

unpopular measures needed 

to qualify for the single 
currency. The authorities 
have discovered it is easier 
to push through reform in 
the name of “Europe". 

Finally, there is a 
remarkable consensus 
within the EU itself that 
some countries are on a 
faster track to membership 
than others. In spite of dire 
predictions, everyone has 
signed up to the division of 
the applicants into two 
camps: an advance guard 
comprising the Czech 
Republic, Hungary. Poland. 
Estonia and Slovenia, plus 
Cyprus: and a second group 
including Bulgaria, 

Romania, Latvia, Lithuania 
and Slovakia. 

This consensus wiD be 
tested in future. Veteran 
diplomats in Brussels worry 
what will happen if the 
Latvians TifhiianfaTHi 
fait «n jrin ftirir B altic 
neighbour Estonia in toe 
first wave of applicants in 
1999 or 2000. Same wonder 
whether Mr Geremek speaks 
far the rest of his 
government when he says 
Poland understands it may 
not be in the first wave of 
new members early next 
century. (This is because its 
size and farming interest 
present more obstacles to 

mwnhprNHp than other 

mnaiiw candidates J 

To an extent, there has 
been a conspiracy of silence 
about the foreign policy 
implications of enlargement. 
The inclusion of Estonia In 
the advanced group extends 
the ELTs writ into the fanner 
Soviet Union, reaching 
beyond where Nato - so far 
- fears to tread. It puts a 
premium on the ElTs 
relations with Belarus, 
Ukraine and Russia. 

And no one knows the 
Russians better than their 
former satellites in central 


Europe. Witness the 
observation of one foreign 
minister during the debate 
over President Boris 
Yeltsin's decision last week 
to sack his whole 
government, including 
Viktor Chernomyrdin, the 
prime minister. “It is very 
simple," said the minister. 
“They have sacked Gazprom 
[the state-owned gas giant 
once run by Mr 
Chernomyrdin] from the 
government-" 

Enlargement remains a 
balancing act It depends on 
the EU preserving the notion 
that everyone has an equal 
chance of membership and 
that the Union is serious 
about opening the doors 
of the club without 
unnecessary delay. That 
coming to a deal 
within the next year or so on 
the budgetary costs of 

expansion east ' 

The other big unknown is 
Cyprus. Which brings us 
back to Mr Holbrooke. As 
special envoy to the Cyprus 
ivinfUrt he is involved in 
international efforts to 
broker a settlement between 
the Cheek and Turkish 
Cypriot communities on the 
divided island. 

This week, Turkey warned 
that the opening of accession 
talks with the Greek 
Cypriots had escalated 
tensions in the eastern 
Mediterranean. The 
Americans fear a conflic t 
between Greece and Turkey, 
two Nato allies. Mr 
Holbrooke, like his 
colleagues in Washington, 
thinks the best way to 
defuse tensions is to offer 
Turkey a ticket to EU 
membership. 

It looks attractive Bat the 
EU will not go beyond its 
offer of long-term 
membership, which it made 
last December in 
Luxembourg. Turkey is too 
Mg, too poor and too 
Islamist to join the central 
and eastern Europeans - 
yet The Turks must settle 
far a status between family 
and neighbour. 

Forging a new relationship 
with Turkey is perhaps the 
greatest Immediate 
challenge for Europe’s 
common foreign and 
security policy. And if it is 
any consolation to Mr 
Holbrooke, it cannot be 
resolved without the 
Americans. 

lioneLbartoer@ftbe.com 


LETTERS TO THE EDITOR 

Overheated riposte to view that Year 

markets undermine democracy addr 


Year 2000 
addressed 


Mr Edward S. Herman. . . 

Sir, Max Wilkinson’s 
review of John Gray's False 
Daum : the Delusions ■ of. 
Global Capitalism (“A free 
market conspiracy theory", 
.March 28-29) suffers expo- 
nentially Iran all the disor- 
ders attributed to Mr Gray, 
and Mr Wilkinson’s use of 
phrases such as “sinister 
army of speculators”, “con- 
spiracy”. and “overheated 
verbiage” points to over- 
heated emotions on the part 

of the reviewer. 

Criticising Mr Gray’s 
claim of loss of government 
sovereignty, Mr Wilkinson 
says that the author “failed 
to notice” that governments 
“often have only themselves 


to blame”, and that “eco- 
nomic mismanagement,/, 
excessive borrowing, or 
debasing of toe onren^ are . 
the common- causes .of the 
collapse”. But Mr Wilkinson 
fails to notice that the finan- 
cial -markets very often 
object to ’policies that will 
not serve the corporate hot- . 
tom line, and in fact system- 
atically punish policy moves • 
that serve ordinary citizens. . . 

They have gone a long 
. way towards . making social 
-democracy out of- bounds 
and the policy constraints 
they have imposed help, 
explain the steady global 
increase- in inequality of 
income and wealth. Their 
policy biases have also con : 


tributed to the paralysis in 
dealing witfc global environ- 
mental issues.. 

As Stephan Schmldhahy 
of the World-Business Coun- 
cil tm Sustainable Develop- 
ment notes in histxwk. Fin- 
ancing Change (MIT Press; " 
1 992), “markets virt ually 
always work against sustain- 
ability*’, and financial mar- 
kets. in particular, he argues, 
with . their - focus - on 
short-term. ; payback, , are 
especially ecologically insen- . 
sltrve. Mr Schmidheiny is' 
hot a con sp iracy theorist - 

Edward S. Herman, 

28 Fair-view Road, 

Penn Valley, ■ 

Fa 19072. US / 


UK utility regulation still has role to play 


From Ms Ruth Evans. 

Sir. It is far too soon to 
suggest, as you do in your 
editorial “UK utilities", 
(March 26), that competition 
in gas and electricity 
reduces the need far regula- 
tion. The jury is still out an 
whether competition can 
benefit all consumers, espe- 
cially the less well-off. 
Robust regulation to protect 
consumers and prevent anti- 
competitive behaviour 
remains 

Increase! transparency in 
company flnancae and the 
creation of independent con- 


sumer bodies are therefore 
very welcome measures. We 
see no problem with ton- 
sumer bodies becoming criti- 
cal of the regulators, so long 
as their opinions are well- 
researched. Many of the pro- 
posals in the green paper 
reflect policies we have 
advocated For several years, 
often, in the face of opposi- 
tion from both industry ' and 
regulators. 

Given toe essential ' natur e 
of the- services the utilities 
provide, healthy public 
debate on haw they operate 
can only be a good thing. 


. For similar reasons, a pub- 
.lic policy framework for .rag- - 
illation , is crucial if 
important social .and envi-. 
ronmental matters are not to 
be left to unelected regula- 
tors. It remains to be seen, 
whether “statutory guid- 
ance” from ministers is the 
best means of achieving this, 
but at least toe issue is now 
being addressed:. 

Ruth Evans, 
director, ' 

National Consumer Council, 
20 Grosvenor Gardens, 
London SW1W ODH, UK 


From: Ms Victoria 

YaUnghusbgxuL 
’ Sfr, Brian Robson (Letters. 
March 21-22; is a little 
unkind Qn the London Stock 
-Exchange in relation to dis- 
closure of the Year 2000 
issue, . 

The exchange sent a circu- 
lar letter to the finance 
directors of all listed compa- 
nies da ''March 13 1998 refer- 
ring -to. the abstract issued 
on March 5 1999 by the 
urgent-issues taskforce of 
tbe- Accounting Standards 
Board- and entitled “Year 
•2000 - issues:- accounting and 
disclosures”. The abstract 
applies to accounting periods 
ending on or after March 23 
1998 and the exchange is 
-encouraging all. listed com- 
panies to make disclosures 
equivalent to those required 
by the abstract by December 
31 1998, which may mean 
including such disclosures in 
interim statements. 

The . stock exchange also 
reminds companies of the 
need to consider whether, 
under the general disclosure 
obligations set oat in chap- 
ter 9 of the listing rules, 
announcements are required 
in respect of potential 
problems or. uncertainties 
associated with Year 2000 


Victoria Younghusband. 
24 Hasker Street, 
London SW3 2LG, UK 


Brussels and EMI ignoring German pensions timebomb 

1 Xa- Drvi/ivi ' 40 ITVon/vt onflTlamiaiiv tm+K ■ Rnf 4Vinwa otto rithav* tkh cnimHnt 


From Mr Bryan Cassidy 
MEP. . 

Sir, Reflecting on last 
week’s European CommAs- 
sioa and European Monetary 
Institute reports on which 
countries qualify for mone- 
tary union, your editorial. 
“The limits of thrift”, and 
the excellent analysis by 
Peter Martin, “Europe boldly 
goes" (March 28-29), quite 
rightly stress the demo- 
graphic timebomb ticking 
away in those countries such 


as France and - G ermany with 
heavy burdens of nnftrmM 
“pay as you go” pensions. 

The European Commission 

conspicuously omitted to 
mention it The EMI country 
analyses discreetly draw 
attention to it, however. 
Indeed, they single out far 
praise the countries which 
already have or are moving 
towards a high level of pri- 
vate pension provision — the 
UK, Finland, Ireland and the 
Netherlands. 


But there are two other 
pension problems likely to 
aggravate the situation, 
especially in Germany. One 
is tbe excessively long 
period of 10 years before an 
employee’s pension is vested 
- a great inhibitor to job 
mobility. The other is toe 
practice of German compa- 
nies using their employees' 
pension funds to bolster 
their balance sheets - a 
practice that gives an 
entirely false impression of 


the soundness of many Ger- 
man companies,- as -well as 
being unfair to their 
workers. 

Neither of these problems 
is referred to either in the 
European Commission docu- 
ment on monetary union or, 
surprisingly. In that of the 
EML ■ 

Bryan Cassidy, 

European Parliament, 

Rue Wlertz, 

B-1047 Brussels, Belgium 


Number One Southwark Bridge, London SE1 9HL 

Wa are keen to encouage letters from readers vnridwfcta. Lattes may be taxed to 444 171-873 5938 (sat tax 6s ■fine’), amat 
letterajdfrorWft.com RjUbhed lattes are tteo auafcafcte on the FT web ale; rttpa'/wvw.FT.com Translatio n may be avdafcto tor 
letn written in the mefri Nametionel tagueoee. Rex 0171 879 5838. Lettara ahaJd be typed and not hard written. 


Financial Times Seminar 


on 


Privatisation of the 
Brazilian Power Sector 


April 1 1998 


The ambitious privatisation programme outlined by the 
Brazilian government has been received with optimism by 
the international business and finance communities. 

Addressed by Brazil’s Finance Minister Mr Pedro Malan, 
today’s seminar will assess the potential for investment in 
the light of recent regulatory changes. 

The Directors of the Financial Times would like to thank the 
following companies for their support: 


JORNAL DO BRASIL 


A 

BNDES^ 


Betrobrds^ 

Contrail Btetcra Or— tew SA 


Banco Nadoiud do 
Desenvolvimento 
Economic*? e Soria! 


Lucent Ttchnolo^«i 

B«H*niKom»a 


o 


VA»IG 

> T. i y i c 


if you were unable to attend this seminar and would like 
further information, please call: 

Tel: +44 171 873 4816 or Fax: +44 171 873 3595 

FINANCIAL TIMES 

No FT, no comment. 


Richard Adams explains the pound's rise and considers which sectors of the UK 

economy can live with current rates 


A year ago, toe idea 
that . sterling 
might be worth 
more than DM3 
was regarded with horror by 
economists and industrial- 
ists alike. Now this has 
become a reality. That raises 
the following questions. Is 
the strong pound here to 
stay? If it is, can the econ- 
omy live with sterling at 
that level? And what impact 
will Europe’s economic and 
monetary union have? 

The pound's appreciation 
started In August 1996, when 
it was trading at around 
DM2.30, the level around 
which it had stabilised after 
its ejection from toe Euro- 
pean Exchange Rate Mecha- 
nism in September 1992. 

Since late 1998, its advance 
has been inexorable. -On 
Monday, it reached DM8.09, 
its highest level since 1989. 
Against a basket of curren- 
cies of the UK’s trading part- 
ners, sterling is at its high- 
est for almost 10 years, and 
30 per cent higher than two 
years ago. 

Kevin Gardiner, UK econo- 
mist at Morgan Stanley 
investment bank in London, 
says the pound’s current 
level is dose to matching its 
overvaluation of toe early 
1980s. “The real exchange 
rate is trading at levels more 
expensive on some measures 
than the 1960s,” he says. 
Exporters are squealing. 

By traditional measure- 
ments, tbe pound may 
indeed be overvalued. Most 
economists attempt to calcu- 
late a currency’s “fair value" 
by looking at how much a 
standard basket of goods and 
services costs in different 
countries (its purchasing- 
power parity) and by looking 
at interest-rate differentials 
with trading partners. On 
With meas ure, sterling’s “fair 
value” would be somewhere 
between DM2L50 and DM2,70, 
That would imply that the 
currency has indeed over- 
shot and could be expected 
eventually to fall back 
towards a lower rate. 

But Mark Salmon, the 
Deutsche Morgan Grenfell 
professor of financial mar- 
kets at London's City Uni- 
versity, disagrees with that 
conclusion. “Historically, 
sterling is not very high at 
toe moment." he says. “In 
fact, sterling has merely 
regained its strength; people 
who feel it is overvalued are 
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people who have bem living 
off its weakness." 

Prof Salmon argues that 
the pound was substantially 
•undervalued in the years 
after its ejection from the 
ERM. Now, toe introduction 
of toe European single cur- 
rency has moved toe “bur- 
den of uncertainty” away 
from the UK to Europe, mak- 
ing sterling more attractive. 
“With British policy formu- 
lation being relatively clear, 
tbe markets are more wor- 
ried about the stability of 
die euro,” he says. 

One crude way to judge 
which of these two views of 
sterling is tbe more plausible 
is to look at toe effects of the 
currency's rise in toe real 
economy. So far, despite all 
tbe e xp orters' cries of pain, 
tbe economy has not exactly 
buckled undo' the strain, at 
least not yet 

Simon Rubinsohn, chief 
economist, at Capel-Cure 
Myers capital management, 
argues that the economy is 
better able to withstand a 
strong pound than during 
the dark days of ERM mem- 
bership between 1990 and 
1992. “Fundamentally I 
believe the manufacturing 
base has been significantly 
improved. Yes, [export] vol- 
umes have been under pres- 
sure and profit margins erf 
exporters are . being 
squeezed. But tbey still 
remain pretty high by recent 
standards." 

Using a rough measure of 
UK unit wage costs and 
Input prices to show relative 
profit margins between 
exports and domestic pro- 
duction, it appears that UK 
manufacturers used ster- 
ling’s ejection from ERM in 
1992 to take “windfall” prof- 
its. They did not take toe 
opportunity of a gain in com- 


petitiveness to increase over- 
seas market share. Now ster- 
ling has returned to the 
same level as during its 
membership of the ERM. 
exporters have cut back ' 
profit margins to compen- 
sate. Bat market share has 
not suffered. 

That view is supported by 
the improvement in the bal- 
ance of payments. In spite of 
toe strength of sterling, 
which reached DM3.08 in 
July 1997, toe UK recorded a 
current account surplus of 
£4£bn, its first for 12 years. 
The improvement came 
mainly from higher-toax^ex- 
peeted exports of services 
and “invisibles” (overseas 
investments,, profits and 
interest payments), which 
reached a record surplus of 
£I7-5hn. 

Exports of goods, in con- 
trast, remained in deficit by 
just undo- £i3bn. But that 
level has been almost 
unchanged during toe 1990s, 
whatever the- strength of 
sterling: In 1996, when ster- 
ling had been in its post- 
ERM doldrums for three 
years, toe deficit in goods 
trade .stlfl stood at £iL5bn. 

If the economy in general 
can tolerate sterling at this 
level, some can stand it bet- 
ter than others. The UK car 
and electronics sectors, for 
example, .have received a 
productivity boost from the 
heavy overseas Investment 
from Japan and South Korea 
that has taken place since 
toe start of the 1990s. Added- 
value per head is estimated 
to be 40 per cent higher in 
foreign -owned manufactur- 
ing companies than in UK 
companies, meaning those 
companies have a significant 
advantage In export mar- 
kets. 

“We would add -that Japa- 


nese companies are more 
adept at having to compete 
with a rising exchange rate,” 
says Mr Rubinsohn. “They 
have, after all. through 
much of the past IS years 
had- to contend with the 
appreciation of the yen. yet 
still managed to make mas- 
sive inroads in markets 
around the world.” 

Currency fluctuations 
aside, the key factor behind 
export growth is the 
strength of demand in over- 
seas markets. As the UK’s 
largest export markets in 
Europe move out of toe first 
phase of their recovery, con- 
ditions could improve for 
manufacturers. 

Whether that proves true 
or not, Europe Is likely to 
prove more important In 
determining toe future rate 
of Sterling than whether the 
pound is “really” overvalued 
or whether particular bits of 
toe economy are suffering. If 
sterling were to enter Emu it 
would be likely to go In at or 
near tbe market rate at tbe 
time. Moreover, the Euro- 
pean Union Institutions, in 
m a king a choice of entry 
rate, would include in the 
calculations the unsualiy 
large contribution to toe UK 
economy of financial ser- 
vices, which continue to 
thrive at current rates 
Either way, that would point 
to a entry level for sterling 
at or near DM3. 

Obviously, the pound is 
not Hkely to go into Emu for 
a while. Even so, with the 
euro to get its goahead in 
May, the single currency is 
still likely to exert a power- 
ful influence on the pound, 
limiting any decline. And if 
sterling does go in. it would 
be likely to lock in what 
many.people see as an anom- 
alously high rate forever. 
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COMMENT & ANALYSIS 


Cheap oil: who 
needs it? 


The Organisation of Petroleum 
Exporting Countries can no lon- 
ger scare the children as it did in 
the 1970s. But the revival of the 
oil cartel from its long torpor cre- 
ates a disturbing echo. 

hi real terms, crude oil now 
costs about the same as 25 yearn 
ago. Few then foresaw the cata- 
clysm which was to overtake the 
oil market - and the western 
economies - when Opec cut pro- 
duction and forced the price up 
in stages to a peak of more than 
$50 per barrel in today's money. 

Could it happen again? The 
markets think not. The 
announcement on Monday that 
the li Opec countries and five 
non-members, including Norway, 
intended to cut production by 
about 1.5m barrels per day was 
greeted with something of a 
yawn. Prices eased slightly, 
although they are still above the 
nine-year low of less than $12 per 
barrel reached on March 16. 

There are good reasons for the 
market's scepticism - in the 
short to medium term at least 
High prices in the 1970s and 1980s 
made consumers and producers 
much more efficient Less oil is 
now needed for each unit of eco- 
nomic output, and supples are 
greatly diversified. Opec now 
controls only a third of world 
output compared with half in 
1974. More important high taxes 
have supplanted high prices as 
the incentive for efficiency gains 
in many countries. Oil producers 
may be selling crude for $14 per 
barrel, but European consumers 
are paying about $180 per barrel 
at the petrol pump. As a conse- 
quence, demand is rising only at 
about 2V« per cent a year. 

For these reasons, the oil cartel 
will have a hard struggle to raise 
prices much above present levels. 
There will be for some time a 


large excess of potential supply 
which can be pumped at almost 
zero marginal cost in the Mid dle 
East and less than $5 from off- 
shore fields. This creates huge 
incentives to cheat. Meanwhile 
new technology continues to 
push production costs down. 

Nevertheless, a modest but 
steady growth in demand - 
which might accelerate a little 
when Asia emerges Grom its 
financial crisis - will progres- 
sively strengthen Opec's hold 
over the market. Proved oil 
reserves rose sharply after 1986. 
and have remained at about 
l,000bn barrels for the last 10 
years. 

However, most of the Increase 

Was in the MMiJIb Ranill 

Arabia, for example, pumped 
only 2m b/d in 1986, compared 
with some &5m b/d in January. 
Total Middle East production 
rose by half in the decade to 1996. 

Low prices will encourage this 
shift It is impossible to guess 
what new discoveries will be 
made outride Opec, but the deci- 
sion of Norway to support the 
cartel suggests how the old alli- 
ance might be strengthened. 
Another oil shock may be dis- 
tant but the industrial powers 
need to keep taking sensible 
doses of preventive mpdirfrw to 
curb demand. Fuel taxes are 
already high in Europe. They 
may need to go higher if govern- 
ments are to meet their commit- 
ments to reduce global warming. 
This is more urgent in the US, 
where oil consumption per capita 
is twice that in Europe. 

This week's move by Opec is 
too feeble to reduce domestic 
opposition in the US to increased 
gasoline taxes. But it might 
prompt a few bad memories - no 
bad thing if it leads policymakers 
to put oil back on the a genda. 


EntreprenEUrs 


The introduction of the euro will 
create a multitude of new .busi- 
ness opportunities. The question 
is whether Europe’s entrepre- 
neurs and their financiers are 
ready to exploit them. A report 
by the European Commission, 
being presented to member states 
this month, seeks to improve the 
small business environment • 

The EU. and in particular con- 
tinental Europe, has a poor 
record on small business financ- 
ing and start-ups. Bank lending 
still dominates in many coon- 
tries, even though equity financ- 
ing is often a more appropriate 
way of funding new companies. 

The problem is not, as Is some- 
times supposed, as simple as a 
lack of money. Anecdotal evi- 
dence suggests that venture capi- 
talists are chasing projects. 

A more liquid public market 
for small firms, like Nasdaq in 
the US. would help to channel 
this money more efficiently. 

The last few years have seen 
alternative markets grow rapidly, 
with the establishment of two 
European markets, Easdaq and 
EuroNM. The Commission has 
sensible proposals to take these 
improvements further. These 
Include the establishment of a 
"mp passport" procedure, to 
allow companies to list in several 
countries without preparing sepa- 


rate documentation, and a review 
of the taxation and regulation of 
venture capital funds. 

The bigger problem, though, is 
on the demand aide. Business 
start Alps in Europe are being sti- 
fled for a whole range of cultural 
and structural reasons. 

The Commission's report high- 
lights some of these. They 
include the costs and bureau- 
cracy involved in startirc up a 
business; the high cost of failure; 
the reluctance of many entrepre- 
neurs to accept the dilution of 
ownership which equity fin an c e 
requires; and Europe’s poor 
patent laws. ' 

But the obstacles of Europe's 
inflexible labour markets, and its 
over-regulated and over- 
subsidised product markets, may 
be even more important. The 
push for a 35-hour week in 
France and Italy, and the slow 
rate at which state aids are being 
withdrawn, show how far many 
countries are from m a king prog- 
ress. The prospects for a more 
integrated European capital mar- 
ket are good. But this would nek 
make the EU like the US. Individ- 
ual member governments must 
remove the structural obstacles 
to business start-ups. Then, per- 
haps, we might see the explosion 
in new business that they hope 
Emu will bring: 


Cypriot spat 


Yesterday's start to the Greek 
Cypriot government's negotia- 
tions with the European Union 
could hardly have been 
applauded by the Turks. But 
their warning erf permanent parti- 
tion of the divided Island , or even 
war, is. dangerous and counter- 
productive. It plays into the 
hands of the Greeks by effec- 
tively lowering the standard of 
responsible behaviour tbty must 
slum.' over the next 3-4 years in 
the Cyprus negotiations. 

To some extant, mai nlan d and 
Cfrrtot Turks were bound to 
over-react this week in ceremo- 
nies designed to parallel, parody 
and protest what was happening 
in Brussels. Turkish and Turkish 
Cypriot leaders announced they 
would form a single economic 
market and threatened to Inte- 
grate totally tf Creek Cyprus 
does not drop its EU bid. Rauf 
Denttash, the Turkish Cypriot 
leader, attacked the EU for creat- 
Ing "esoplete division" in the 
island, ttmafi Cem, Turkey's fo^ 
sign minister, stepped up the 
rhetoric. He warned of "very dm- 
germs" Mentation in the eastern 
Mediterranean, with the Greek 
Cypriots, "paving the way to 
another war on the Wand in 
. which- Turitiah Cypriots would 
have Ankara 1 * total support.-^ 

Clearly, Ankara no longer wts 


any need or desire to try to 
impose moderation on Mr Peak- 
lash. This is a pity. Some 83m 
mainland Turks are in danger of 
being wagged by 200.000 Cypriot 
Turks. The EU has treated Tur- 
key rather shabbily, but It has at 
last conceded Turkey’s elig ibi lity 
as a member and recently offered 
closer economic ties, Ankara 
should focus on wtgWn g Brussels 
live up to these new promises. 

H, in several years time, Greek 
Cypriots negotiators have totally 
Billed to get Turkish Cypriots to 
Join them, most EU members 
could face an awful choice - 
block Cyprus or see Greece carry 
out its threat to block five other 
applicants from eastern Europe. 
The Greek menace Is unfortu- 
nately real, because accession 
requires parliamentary ratifica- 
tion in every EU state. But it 
would be massively' short-sighted 
for the (freak side to push mat- 
ters to such a crisis point that 
the only reason that Greek 
Cyprus slipped into the EU was 
to avoid keeping eastern Europe 
out Such a crisis would undo the 
recent improvement in Greece's 
relations with the EU and give 
Grade Cypnm a sour EU debut 

By far the best outcome, tor 
which all should press, would 
bring Cypriot Tur k and Greek 
together under a European roof.- 


A bang or a whimper? 

An inefficient system for allocating capital is the issue at the heart of Japan’s decision 

. to launch today’s Big Bang, says Gillian Tett 


F rom the point of view of 
the rest of the world, 
April Fool’s Day seems 
an appropriate occasion 
on which to start Japan's Big 


Previous deregulations of its 
financial markets have often 
been disappointing. Promises 
have come and gone. And a plan 
launched when the financial sec- 
tor and the economy as a whole 
were at least stable is now being 
overshadowed by gathering eco- 
nomic gloom aod entr wmp finan- 
cial anxiety. So is Big Bang going 
to be a damp squib? And if it is, 
what would be the consequences? 

The essential problem Japan is 
seeking to solve through Big 
Bang is that, since the second 
world war, the government has 
used the ftwmetal ggffftir to trrm 
household savings into cheap 
hanking loans far industry. This 
built Japan’s manufacturing 
machine. But the price has been 
high As well as cheating savers, 
it left banks unc om petitive and 
ffnpHiii markets underdeveloped, 
while it limited Tokyo’s ability to 
act as an international finanHai 
centre. It also allowed bureau- 
crats to meddle in financial 
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The measure of Big Bang's suc- 
cess, therefore, depends on three 
outcomes. Can it revitalise Tokyo 
as a world financial centre after 
years in which it has fallen 
behind? Can it offer new savings 
choices to boost r etur ns to con- 
sumers who currently place 45 
per cent of their savings in time 
deposits that generally pay a mis- 
erable 0.1 per cent normal inter- 
est? And can it transform the 
way the world's second-largest 
economy uses its Yl^00,000bn 
($9,000bn) pot of savings? “We 
know there is no alternative to 
Big Bang," says Yasuo Kamaki , 
chairman of the Nikko research 
centre. Except, of course, a fail- 
ure to address these issues. 

On paper, the reforms look 
ambitious. They officially start 
today with two important 
changes: toe lifting of fixed bro- 
kerage commissions on equity 
deals over Y50m and the partial 
libe ralisation of foreign exchange 
dealing arid cross-border capital 
transactions. 

These measures were first 
promised 18 months ago. In addi- 
tion. there are 2,000 pages of leg- 
islation to support Big Bang, 
which have already been submit- 
ted to parliament and win proba- 
bly be passed in June. Over the 
next three years, these numerous 
measures will indude those that 
aim to: 

• Tear down barriers between 
banks and brokers. This would 
allow toe institutions, to compete 
directly in each other's t erritor y. 

• Encourage more financial 

innovation by it easier 

tor mmpwmgg to introduce new 
products; this would be done by 
removing bans on such innova- 
tions as advanced derivatives and 
new mutual funds. 

• Improve asset-management 
services, by allowing c ompani es 
greeter dunce of who may man- 
age their pension fond. Banks 
would also be permitted to ento- 
toe mutual fund market 

• Encourage more restructuring 
by allowing financial holding 
companies to be set up. This 
could raaSte it easier to merge 
groups and h en c e to streamline 
(derations. 

If all these measures were car- 
ried out, the impact would be 
great Free competition between 
hanks and brokers, for example, 
could force many to close or 
merge. Developing the mutual 
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fund market would create huge 
asset-management opportunities 
for western and Japanese firms. 
Moving retail savings out of bank 
accounts into securities could 
boost the equity and capital mar- 
kets. Offering companies more 
freedom to choose sophisticated 
financial products could lead to 
disintermediation, reducing toe 
role of toe banks. “Japan’s econ- 
omy is currently based around 
indirect financing [banks!," says 
Yoshiaki Kaneko, senior manag- 
ing director of toe Tokyo Stock 
Exchange. “In future direct finan- 
cing [through the capital mar- 
kets] will prevail.” 

The reforms could even attract 
back some of the international 
business that Tokyo has lost in 
recent decades. While London 
and New York have surged, toe 
volume of trading in Tokyo is 
now only about half of what it 
was in 1989 and the value is less 
than that 

But the question is: wDl toe 
reforms be carried out as prom- 
ised? Those who think it will 
point to some hopeful develop- 
ments. The measures taken today 
are one: they are happening on 
Hwn The willingness to let Yam- 
aichi Securities and two other 
large financial institutions go 
bust last November was another 
indication of the government’s 
willingness to shake up the finan- 
cial system. People are still red- 
ing from the shock. A third sign 
of change is that over the past 
year, a host of foreign companies 
such as Swiss Bank Corporation, 
Fidelity and Merrill Lynch have 
boosted their presence in Tokyo. 
Some foreigners, at least, seem to 
have confidence in Japan’s finan- 
cial reforms. 

But as some people rush in, 
others remain cautious. In recent 
months, they point out, there 
have been disturbing hints that 
the government’s commitment to 
reform may be wavering. One 
sign is that some of the reforms 
being implemented today contain 


crucial “catches”. The foreign 
exchange reforms, for example, 
abolish reporting requirements 
on cross-border transactions over 
Y5m. But the Ministry of Finance 
quietly decided last month that 
transactions above Y2m must be 
reported to the tax office for 
“monitoring”. 

Another disquieting signal is 
toe government’s delay in tack- 
ling other ta^kg needed to make 
Tokyo an attractive financial cen- 
tre. Tax reforms, such as abolish- 
ing withholding tax for foreign 
investors, are barely even being 
discussed. Attempts to reform 
Japan’s regulatory system are, at 
best, confusing. This summer, for 
example, the government has 
pledged to create a new financial 
supervisory agency. But several 
“details" are still undecided, such 
as who will run it, who will staff 
it and precisely what its mandate 
should be. And there are only 
two months to go before toe new 
regulatory authority starts. 

But the biggest cause for con- 

TTiese measures are 
to prevent a 
meltdown and 
restore some 
confidence’ 


cern is that toe government does 
not seem to have abandoned its 
protective instincts. It had 
seemed that a shakeout of toe 
financial sector was starting 
when Yamaichi Securities was 
allowed to collapse, but policy 
has since shif t ed. 

Last month, YLSOObn of public 
funds were injected into the capi- 
tal base of 21 banks, including 
strong ones that did not want the 
money and weak ones with an 
uncertain future. The govern- 
ment recently approved account- 


ing changes allowing banks to 
disguise falling land and equity 
prices. It has also delayed toe 
imposition of tighter reporting 
requirements on domestic banks. 

It is, of course, possible that 
this may prove nothing worse 
than a blip. “These more or less 
emergency measures . . . [are] to 
prevent a meltdown and restore 
some confidence,” says Mikio 
Wakatsuki, a former governor of 
the Bank of Japan. “If toe worst 
is over I’m sure that . . . bigger 
forces will push this Big Ban g 
reform.” 

It is true that toe g overnment 
could not return to toe old sys- 
tem now - even if it wanted to. 
Change is being driven by mar- 
ket pressure, as well as govern- 
ment decree. Since 1993 large 
companies have increased their 
reliance on toe capital markets 
for financing, issuing bonds and 
equity rather than borrowing 
from banks. 

Moreover, the market pressure 
for reform is unmistakeable 
when you look at share prices. In 
toe past year, banking and bro- 
kerage share prices have gyrated 
as investors attempt to force 
more discipline on companies. 
Much of toe pressure is coming 
from foreigners: foreign investors 
are involved in 45 per cent of all 
trades on the Tokyo Stock 
Exchange, according to Pelham 
Smithers of ING Barings. 

The abolition of foreign 
exchange controls will leave 
domestic companies exposed to 
mare competition, since it will 
make it easier for companies and 
savers alike to take business off- 
shore. Recent financial turmoil 
has left savers looking for new 
investment instruments, and con- 
vinced foreign companies that a 
mutual fund boom is inevitable 
as consumers start to abandon 
low-yielding bank accounts. 

“I think toe Big Bang train is 
already out of the station," 
argues Phillip Colebatch. presi- 
dent of Credit Suisse Asset Man- 
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lacocca’s career 
reaches its beak 

There’s been a change in the 
peddng aitier at Koo Koo Boo, the 
oddly named Los Angela s bas e d 
pisveyor of hot chicken dfriners. Lee 
Jacocca. whose name ms 
synonymous wBh OhryaJer for so 
many years, is now rtAig the roost. 

The engineer from ABenvflte, 

Pennsylvania, hasn’t been short of 
Job offers since ha quit die auto 
maker a few years back. He has 
been much oocupted wkti a new 
venture to ssfl electric vehicles, but 
also found a nesting box on the Koo 
Koo Roo board. Now chafaman 
Kenneth B«g is leautng alter having 
heart surgery, and bcocca has 
hopped on to his perch. 

The man who brought you the 
Fort Mustang In 1964 and later twice 
pufed Chrysler beck from the brink 
of banknptcy wffl have plenty to do 
at Koo Koo Roo. The tossmtfeng 
outfit - which also owns Hamburger 
Hamlet- got Bswtngscfippad when 
It trted moving Into Washington: two 
of its tores capital oiaiets dosed 
within a year. 

lacocca and nsw chief executive 
Wi&am Alan have been given free 
range to break a tew eggs »4th a 
spot of restructuring. One casualty 
win be the Color Me Mne stfiskfevy. 
where punters are fewfiad to buy 
pottery then paM it "This is more 
■tharr pitting paW on a surface." runs 
die official toe. "This is about l®ng a 
need fcrquaflty family recreation ." 
Koo Koo ftoo Is raffin g k anyway. 

Obeenrar awaits with interest Koo 


Koo Roo’s next marketing campaign, 
lacocca once fronted television 
adverts for Chrysler cars, but maybe 
he would draw the fine at a 
peak-time TV spot dressed In a 
chicken suit. 


Fuel ahead 


Japsi’s Big Bang deregulation starts 
today - on the petrol station 
forecourt After decades of claiming 
that it was too dangerous to let 
o rdi nar y m o to rists fill up thdr tanks, 
the Japanese government Is allowing 
self-service petrel station s. 

The old law has certainly ensured 

that motorists fed warned: petrol 
stations have smiling attendants ft 
crisp white uniforms, who we often 
suffocatingly friendly, shouting 
“Welcome!' as they rush to dispense 
the fuel. When you’re leaving, they 
stop the traffic and bow as you pud 
away. 

Now lots of companies are 
planning to open self-service outlets 
- though extra fire regulations mem 
ifS a job tor serious investors. 
Customers wresting with petrol 
hoses or coSding with other cars on 
foe way out at least have the 
consolation of getting petrol up to 32 
cants cheeper. There’s plenty of 
mileage ft this Big Bang. 


Still tuned 


A white fright has ridden to toe 
t e mporary rescue of CETV. The Hong 
Kbng-ba se d television broadcaster 
headed by Robert Chua has been 
struggling for swivai since a 
c on so rt i um of mainland Chinese 


Investors reneged on a deal to take a 
stake earlier this yew. 

Wags noted CETVs f o r m ula of "no 
sex, no violence aid no news’ was 
leaefing rapidly to "no future’. 

Now Three Star Group, a trading 
conglomerate from Henan province. 
Is paying Sim up front for a new 
advertising campaign. CETV says 
that wiB keep things going for a 
month, whfle the station continues to 
woo investors and advertisers. 

Chua has appealed for support to 
President Jiang Zemin, but maybe he 
should turn instead to new premier 
Zhu Rongji- At his debut press 
conference, Zhu made flattering 
comments to a reporter from 
Phoenix, CETVs main rival: that’s toe 
sort of endorsement Chua needs. 

Ploughing on 

European Union farm commissioner 
Franz Fischler was asking for it 
yesterday when he used nautical 
references to sen his plans for 
reforming the Common Agricultural 
Policy to sceptical agriadtuu 
ministers. They were all in the same 
boat and had to steer toe good ship 
CAP into the next century were just 
two of toe salty similes. 

It was left to German farm minister 
J ocher Borchert to say what 
everyone was thinking: “The Titanic 
was a very good ship." 


Court call 


It must have been a record for 
Britoft’s verbose European 
Commissioner NeU Klrmock: 
y e ste r day he finished a speech IS 


minutes eeriy - after Dutch prime 
minister Wim Kok threatened to waft 
out halfway through. 

Kok did have toe best of reasons 
for balling out early from an 
Amsterdam talkfest on east European 
infrastructure. He was needed at a 
special sitting of parliament in The 
Hague to approve the marriage next 
month of Prince Maurtts, fifth In line 
to the throne, and Marilane, daughter 
of Hans van den Broek, Kin nock’s 
Dutch colleague in Brussels. 

Wnnock could only defer to Kate's 
role as "constitutional Cupid". He 
rattled off his speech, and the 
premier stayed till the end. 

There was a sour note later when 
toe Calvinist SGP, which has two 
seats, voted against the union 
because toe Van den Brooks are 
Roman Cathode. The popularity of 
this attitude will be tested before too 
long - toe Dutch go to toe polls in 
just over a month. 

Faux pas encore 

The plan announced yesterday by 
France's Soc&6 66n6rale to 
establish SG as toe global brand for 
all International commercial and 
Investment banking, asset 
management and private banking 
operations has been somewhat 
undermined by a number of 
exceptions. 

Most prominent of these is 
SocGen Asset Management, which is 
being launched with great fanfare in 
the UK. So much has been invested 
in promoting the SocGen name that 
the parent bank admits this operation 
win only shift to SG in “due course”. 


agemenL “Japan is now close to 
number one globally for us in 
terms of opportunity." 

But there is a more subtle issue 
at stake. Though some change 
may be inevitable, the dang er is 
that the government wifi seek to 
water down the reforms - and 
Big Bang will end up not as a 
failure, but as a disappointment 

The question is how strong- 
minded the government is likely 
to be. If it protects weak hanks 
and brokers, for example, it will 
prevent the strongest becoming 
competitive against foreign 
rivals. Accounting “gimmicks” 
will reinforce investor cynicism 
about Japanese companies. 
Finance ministry medriiiny will 
prevent Tokyo from becoming an 
attractive global centre. "Arbi- 
trary and non-transparent admin- 
istration is capable of completely 
eviscerating the benefits of Big 
Bang,” argues Peter del Vecchio, 
a Tokyo-based lawyer.* 

And on this question, the tim- 
ing does not look good. The econ- 
omy is ailing and Japan's hanks 
are weighed down with Y77,000bn 
of problem loans - a sum twice 
the size of Australia's economy. 
The ruling Liberal Democratic 
parly is divided and nervously 
facing a parliamentary upper 
house election in July. The once- 
migbty Ministry of Finance and 
Bank of Japan (which might nor- 
mally have been expected to push 
reforms through) are suffering 
crises of morale after recent cor- 
ruption 

Tbe government can avoid dis- 
appointment if it embraces radi- 
cal, co-ordinated change. But the 
1990s have been a decade when 
Tokyo has repeatedly staved off 
badly needed reforms. Big Bang 
may prove the exception. If not, 
what starts today could simply 
prove to he a painful series of 
whimpers. 

*Big Bang or Big Whimper? Peter 
del Vecchio, $ 100, Asian Law Prac- 
tice Publishing (tel: 852-2&I2-9606) 


100 years ago 

Yet More Telephone Trouble 
The National Telephone Company, 
the target of frequent complaints 
about the level of service, draws 
attention to what it describes as 
"the proved fact that subscribers 
frequently make ft Impossible for 
the operator properly to attend to 
her duties because they bawl 
along the call-wire at the same 
time with other subscribers, and 
because they employ toe call-wire 
for abusing the operators, 
frequently using very violent and 
brutal language to them, so much 
so that at times they drive them 
into hysterics." No me can 
condone the use of violent and 
abusive language to young ladles, 
even If they be telephone girls. 

50 years ago 

Swiss Franc Deals In Paris 
Paris, March 31. The Swiss franc 
wU be Introduced on the Paris 
free foreign exchange market 
tomorrow under the same 
regulations governing dollars and 
escudos. Exporters may sell 50 
per cent of thefr sales proceeds 
on the free market and toe 
remainder to the Exchange 
Stabilisation Fund at the official 
rate. 'The National Bank of 
Belgium is establishing from 
Monday next a “tourist franc” for 
Belgian nationals at a rate of 7 
French francs per Belgian franc (in 
place of the official rate of 4.89). 
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More whimper than bang 


The auguries for Japan’s “Big Bang" 
financial deregulation today are hardly 
auspicious. The organisation responsible 
for promoting it, the Ministry of Finance, 
is mired in an unprecedented and, debili- 
tating corruption scandal. The brokers 
■inrf banks most affected have tarnished 
reputations, shrinking profits and weak 
finances - hardly a recipe for reforming 
zeal. Fear of financial meltdown has also 
seen tire government retreat from the 
spirit of Big Bang in a number of ways. 

No wonder there is an absence of fire- 
works. But the problems go deeper. Tokyo 
may aspire to matching the City of Lon- 
don and Wall Street, to “free, fair and 
global” financial markets. But this is not 
something that can be delivered top-down 
by administrative fiat It needs a sympa- 
thetic culture in which to flourish. Right 
now, that is lacking. By instinct the Min- 
istry of Finance wishes to control, while 
Japanese brokers and banks are not used 
to competing in the domestic market 

Far Big Bang to succeed, these attitudes 
must change. Regulators and operators 
win have to embrace the spirit of competi- 
tion. This win involve reducing capacity 
and Improving returns, a point stm poorly 
appreciated and unlikely to change fast. 
Still, it would be wrong to be too cynical 
about Big Bang. Japanese hanks and bro- 
kers may be tardy and bewildered about 
how to react, but as foreigners make 
increasing Inroads into their markets they 
will be forced to respond. And institu- 
tional and retail investors, fed up with 
corruption and sub-par returns, are 
hardly in the most loyal of moods. 

Many of the weaker banks and brokers 
will not survive. Unlike in the UK, where 
smaller businesses were subsumed in a 
wave of merger and acquisition activity, 
rescue is unlikely. Low returns, the diffi- 
culty of firing staff and the risk of tabaski 
scandals, such as at Yamal chi, are a pow- 
erful disincentive to suitors. 

Motorola 

How should Motorola restructure itself? 
According to one report, the US-based cel- 
lular phone and computer chip company, 
dogged by earnings disappointments, 
plans to split into two divisions, one serv- 
ing consumers and the other industrial 
customers. This would help the company 
address at least some of its problems. 
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By *ohm« DM bn(1997) 


Gottorn 8*te 
nStttty 

DoUxtwMcfBnfonM 

JPHttgan 

board 

CmttStfmFtatBMtti 
sac mmubOBoo and 
DmctMrKMnmt Bmon 
Lahman Bratton 
Saaraoa Son Bmqr . 


II 

0 10 20 30 « SO 


First, the creation of a consumer group 
should help improve the marketing of its 
products. As wen as lagging behind com- 
petitors Nokia and Ericsson in the intro- 
duction of handset technology, it has also 
been slower to realise that appearances 
count too: Motorola phones still look like 
gadgets, while Nokia handsets are fashion 
accessories. Such a restructuring might 

also help rid the rvmjmny of inflghHng, 

and even produce cost savings as a result 
of consolidation. 

But some problems will be difficult to 
address through .a redrawing of lines: 
most importantly, the time taken to bring 
products to market At the start of the 
decade, a complacent, arrogant Motorola 
allowed competitors to steal a couple of 
years’ march in the switch from analog to 
digital handsets. Despite successes in 
some areas, it is still seen as a laggard in 
an unforgiving Industry. More broadly. 
Motorola faces slowing sales in Asia and 
pricing pressures in its semiconductor 
business. Yesterday's share price improve- 
ment is justifiable only if investors are 
prepared to wait several years far a poten- 
tial cultural change to produce a recovery 
in earnings. 

German house banks 

Does the dominance of US investment 
banks in German league tahiM si gnal the 
house banks’ demise? House bank rela- 
tions - based on lending and underpinned 
by long-term shareholdings and a board 
presence - have long been under pressure 
at the biggest corporates. Deregulation 
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Sterling 


Far all the fancy valuation models, cur- 
rencies remain simple creatures; they 
head In one direction until given a solid 
reason to do otherwise. So 11 is with ster- 
ling, as Gordon Brown, the chancellor, 
and UK manufacturers are busy discover- 
ing. Mr Brown, of course, is partly to 
blame for sterling's leveL If fiscal policy 
were tighter, sterling would probably be 
lower than It is today. But the pound's 
current overshooting of “fair value” is 
more a reflection of the vagaries of cur- 
rency markets than policy deficiencies. 
Given that, Mr Brown is right to resist 
those pleading for a change of course. 

What will cause sterling to retreat? 
dear evidence that it is rinrnng^ng- the 
economy, coupled with the prospect of 
lower interest rates. Neither is yet pres- 
ent. Export orders may be slowing, but 
the outlook is still positive and margins 
reasonable. Nor have interest rates clearly 
peaked. But it is only a matter of months 
before they do - and before firmer evi- 
dence emerges of the damage to exporters. 
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South Korean riot police on standby in Seoul yesterday at a 
demonstration took place aver the economy. Asia reports. Papa 6 


Bond futures and options 

Shortterm interest rates 

US Interest rates 

Currencies 

Money markets 

FT/SSP-A World indkas 

Worid stock markets reports 

World stock market IstJngs 

London share sendee 

FT5E Actuaries IK share indues 

Recent issues. UK 

DMdends announced, UK 

Managed tunds sendee 

Commodities 

RSE Gold Mnes index 


' Warmation Technotogy-Separate section 


Directory of onfine sendees 
via FT Badronic Publishing 


FTttt the Ftanctal Times wob Mb; 
anlne news, comment and mftpta. 

hOpy/mnrJT.conj 
The Archive: onlne archive of tack issues 
rf the newspaper since July 1996. 

tttpJAvwwjnXvnJlJxm 
Newspaper luteulylloK MonnaikM! 
offers md antra oRtertng. 

I'ilpMsrmJlcam 

FT Ann* Reports Sendee ofltew order- 
ing af anual or krterira reports end 
accounts cl 1200 UK pics 

hBpMtmJLaxnfnmtBpapMf22&MB 
CByQns taw ta get stare ptces end mv- 
ket reports try telephone and toxback. 

tty/A*mrJUcmAmapapa&2176Jit!ri 
Savveys details of ftxtiicoming edtoriaJ 
surveys. 

http^wwwJt£omfnBwsfopBi/2366J^ 


FT WEATHER GUIDE 



Bank chief in devaluation 
call to aid Russian exports 


has allowed these larger firms to access 
more competitive financing through capi- 
tal markets. Deutsche Bank, for example, 
is no longer by right Daimler-Benz’s 
in-house adviser simply because of its 
large shareholding and seat an the board. 
Far from it. 

But the Mittelstand has been slower to 
cut the apron strings of long-term bank 
finariHrig Commercial hank* have 
yet to recognise their role in creating an 
equity culture more favourable to initial 
public offerings by dynamic, young com- 
panies. And given the immature state of 
the German venture capital industry, 
their reluctance to finance start-ups is 
clearly harmful for the economy. 

Furthermore, unwinding the web of 
cross-shareholdings that banks dominate 
should both stimulate corporate restruct- 
uring and expose sluggish managements. 
For bank shareholders, re-evaluating 
cosy, long-term relationships that produce 
only low-margin lending business should 
be no bad thing. And developing better 
capital markets skills should na r row the 
gap with the US houses. If they do not 
seize the opportunities their longstanding 
relations offer them, their nimbler com- 
petitors win. 


By Ctuyslla Rested and Jobs DwraH 
in Mosco w 

Sergei Dubinin, the governor of 
Russia's central bank, said yesterday 
the rouble must be gently devalued 
in line with inflation, to help Rus- 
sia’s battered exporters compete 
globally. 

Mr Dubinin said Russia, which 
earlier this year came under severe 
pressure from sceptical investors, 
had overcome the impact nf the 
Asian crisis. 

“We are really satisfied with the 
fact we have been able to overcame 
the frtnovppwffpg of tile firmwrlfll cri- 
sis which happened in world mar- 
kets,” he said In an Interview with 
the Financial Times. 

However, the central bank, one of 
the mast respected and stable insti- 
tutions in Russia, Is concerned the 
country’s balance of trade is being 
eroded by the rouble’s appreciation 
in real terms. 

“At the moment, objectively, there 
is a stre n g t h ening of the rouble,” Mr 
Dubinin “The deriinp of the 
rouble against the dollar is proceed- 
ing more slowly than inflation.” 

Mr Dubinin said the real apprecia- 
tion of the rouble was good for fbr- 



DubMn: expocten hurt 

elgn Investors but had hurt the 
country’s exporters. The central 
hflwVpr was now seeking to speed up 
the rouble's depredation, in line 
with inflation, to ensure a “neutral” 
monetary policy. 

After President Boris Yeltsin’s 
stunning rtigmicgwi of the cabinet 
last week, the central bank has 
emerged as one of the co u ntr y ’s few 
rocks of stability. 

Mr Yeltsin has vowed not to 
change the government's economic 
course and yesterday said Mikhail 
Zador nov, the reformist flnimw* min- 
ister, would keep Ids job. 


One of the central 
sian policy this year has beg* to 
maintain a ■ tabl e rouble. Now; hav- 
ing saved the rouble by tMipianih 
raising interest rate above « £ 
cent, the central bank must fay to 
manage the flood of hot foreign 
money into high-yMkHug Bratton 
securities. 

Foreigners now own about ap te 
cent of the R uss i an tre asu r y , bin 
market, for exceeding the eeutrai 
bank's foreign currency naervat of 
Sl6bn- 

But Mr Dubinin said he Oft not 
think this high level of foreign 
Involvement posed a danger to the 
rouble, insisting that the most 
important facte was domestic confi. 
dence. 

But he admitted Russia’s growth 
prospects might be dimmed by the 
high interest rotes. He said the cen- 
tral bank now predicted the econ- 
omy would grow this year by 
between 0 and 2 per cent 

The central bank chief aaid he 
thought interest rote would foil to 
below 20 per cant by the year- 
end, possibly as low as 1$ per 
cent 


Brinkmanship In the Dna, Page Zr 


Watchdog raises the stakes in 
battle with Manila exchange 


■u TssfitF ■ L. ■■ — -w- 

Dj JuSull nUfOZZJ n hWhII 

The Philippine Securities and 
Exchange Commission yesterday 
threatened to revoke the stock 
exchange's licence unless it 
reformed its procedures for investi- 
gating insider dealing by today. 

Broken dismissed ftp possibility 
of trading being suspended today 
»nd roundly criticised the rhairmaTi 
of the market watchdog, Perfecto 
Yasay, for his combative remarks. 

“Just think of foreign fund manag- ' 
era w anting to sell and not being 
able to,” said one head of trading at 
a foreign brokerage. “It would be 
extremely neg ati ve for the image of 
th is country.” 

However, the struggle is the latest 
of a number of cases In which legal 
processes have been undermined by 
arbitrary action in the Philippines. 
Last year, the credibility of the pri- 
vatisation process for the Subic Bay 
container eras onriprmfnari 

by the intervention of President 


Fidel Ramos to overrule the authori- 
ties’ H or! glow 

Mr Yasay earlier said the 
exchange would have Its licence 
suspended or would be placed under 
a managwiwnt committee unless the 
re fo rm, required before the bourse is 
granted self -regulatory status, was 
introduced by today. 

The Philippine Stock Exchange 
will be subject to a suspensive posi- 
tion or tnighi- be placed under a man- 
agement committee,” fto SEC chair , 
man warned. "We want them to 
know that we’re not taking this 
lightly In the past we have granted 
them so many extensions, but I ton 
you, we really mean it this time.” 

Other options Included the take- 
over of the exchange by "reform- 
minded members” or the enflap m* of 
the exchange’s corporate licence and 
“the creation of a new exchange”. 

The long-running turf battle 
between the PSE and SEC over the 
exchange’s efforts to achieve self- 
regulatory status now centres on 


how the exchange will investigate 
Imridar dealing. 

At present, any investigation 
requires the prior approval of the 
president of the exchange. The SEC 
argues that the president Is too 
beholden to the broker-dominated 
board of tin exchange. It would Hke 
to see completely independent inves- 
tigations. The exchange counters 
that the loss of the president's pow- 
ers to approve investigations would 
be an unacceptable dilution. of his 
authority. 

"I think Yasay is taking inordinate 
risks for something that at the end 
of the day is not that important.” 
said a farmer governor of the 
exchange. “There is dearly no way 
the April l deadline can be met and 
so he has backed himself into a cor- 
ner.” 

Approval of the reform by the PSE 
would require an amendment to its 
by-laws, which could only be passed 
by a two-thirds majority of its 184 
members at a general meeting: 
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Quarter ends in European records 

Tho and of a phenomenal first quarter for equities 
sow records on European bourses, Including Copen- 
hagen. Milan. Ports and Zurich. The S&P World index 
gained 13,1 per cent. But analysts are nervous phnnt 
iho European bull market end are expecting a 5-10 
per cont correction In the next 12 months. Page 36 


Endesa seeks gas partnership 


Endesa 

Stare utlca (pmM 
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Endesa, me Spanish 
power group scheduled 
for further privatisation, 
said It was seeking a part- 
nership with a gas con- 
glomerate to cfivorsify Its 
business and ensure Its 
leadership In domestic 
electricity generation. The 
utility wfll continue to 
expand In Latin America, 
step up Investment in 


telecommunications and 
shed staff to overcome falling income caused by tariff 
cuts and etoctriotty deregulation in Spain. Page 20 


30-year Tips set to be auctioned 

The US Treasury la expected today to announce the 
auction of the first 30-year, Inflation-Indexed bonds. 
The sale of 30-year Tipis, or Treasury Index protected 
securities, win come amid concern that Inflation wtli 
emerge by the year-end. Analysts expect $Bbn or 
more of the new securities to be sold. Page 24 


Heart treatment results boost Scios 

Shares in Sdos. the US biotechnology company, 
surged after ft released clinical results for a treatment 
for acute congestive heart failure and said It would be 
filing for approval with the Food & Drug Administration 
in the next 30 days. Richard Casey, Sdos* chief 
executive, predicted that global sales of the product 
would reach nearly S2bn a year, Page 21 


Funds injection lifts Nikkei 

A last-minute Injection of public funds into the futures 
market lifted share prices In Tokyo on the last day of 
trading for the fiscal year. However, the Nikkei 225 
index ended far short of the 18,000 level, regarded as 
an important benchmark. On the positive side was 
the expectation that public funds would be brought in 
to support stock prices. Page 36 


Metromail accepts GUS bid 

Great Universal Stores, the UK mad order house, 
appears to hove won the battle for Metromail, the Bf- 
tnois database marketing company. Metromail was 
the subject of rival bids from GUS and American 
Business Information of Omaha. Matromafl'a board 
said It was recommending GUS’s bid of $34.50 b 
share, valuing it ai $91 0m including debt. Page 22 

Zimbabwe tobacco down 42% 

Tobacco farmers were shocked when Zimbabwe’s 
auction opened yesterday, with prices down 42 per 
cent on lest year. While the industry hod expected 
lower pricea than in 1BS7 > when sales on the first 
day averaged 208 US cents a kilogram - there was 
widespread rejection of sales by growers after prices 
on one of the three floors averaged only 123.8 cents, 
and 116.3 cants on another floor. Page 26 
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BMW warns rivals 
over R-R Motors 

German auto group will cut supplies if it loses control 


By Graham Bowtey fo Munich 
and Roger TayTor and 
Haig Sitnonan in London 

BMW yesterday warned It 
would force the temporary clo- 
sure of Rolls-Royce Motor Cars 
by cutting its supply of compo- 
nents if it lost control of the 
UK luxury car group to a rival 
bidder. 

Graham Morris, chief execu- 
tive of Rolls-Royce, said last 
night he was aware that Volks- 
wagen had talked to Vickers, 
which owns Rolls-Royce, about 
the possibility of increasing its 
offer. However, it is under- 
stood Vickers has yet to 
receive a formal higher offer 
from VW. VW refused to com- 
ment. 

Vickers said earlier It had 
entered into exclusive negotia- 
tions, thought to be one 
month, with BMW, and could 
not re-open talks with others. 
It said It remained happy with 
BMW’s offer. Shareholders 
have to approve the sale. 

Reports in Germany 
suggested VW would pay up to 
DM1.7bn (£550m), DM 200m 
more than its original offer, 
topping BMW’s £340m offer fbr 


Rolls-Royce. VW's new offer 
would also include a proposal 
to buy the Cosworth engines 
business, which is also owned 
by Vickers. 

Even if VW did offer more, it 
might serve only to elicit a 
higher price from BMW. ‘Wick- 
ers are not going to be seduced 
away from BMW's safe offer by 
tempting proposals from VW 
which then prove hard to 
deliver " said one observer. 

BMW’s threat underlined its 
determination to take over 
Rolls-Royce. Bemd Pischets- 
rieder, BMW’s chairman, said 
his company would immedi- 
ately terminate supplies of 
engines and other components 
to Rolls-Royce, forcing a tem- 
porary closure. He said BMW 
supplied about 30 per cent of 
Rolls-Royce components. 

“If somebody wants to shoul- 
der that responsibility, then 
we will stop our supplies 
wi thin a short period. Crewe 
would have to close down. 
Nobody has the ability to take 
it up again in such a short 
period,” he said. 

The termination period fbr 
BMW’s engine contract has 
been a secret. The period. 


believed to be one year, would 
make it difficult for VW to re- 
engineer Rolls-Royce's new 
models quickly enough to 
avoid disrupting production. 

Mr Pischetsrieder also out- 
lined plana to reshape Rolls- 
Royce’s board with the inclu- 
sion of four non-executive 
directors. He said one would 
be an independent “diplomat” 
to help maintain Rolls-Royce's 
British image. 

“We should follow British 
traditions. The company will 
remain British in the future. It 
will have even less BMW about 
it than it does today," Mr Pis- 
chetsrieder said. 

He pledged increased invest- 
ment on new models and 
higher output and employ- 
ment “We have done a lot of 
intellectual work in advance. 
We have a few surprises in the 
future for Crewe.” 

Mr Pischetsrieder's com- 
ments came as BMW said net 
profits last year rose 62 per 
cent to DM1.25bn as sales 
increased 15 per cent to 
DM60.1bn. He said the strength 
of sterling was hurting profits 
at Rover, which had a pre-tax 
loss of £92m. 



BMW cha irma n Bemd P tec hetartedan ■We should follow British traditions.’ Picture AP 


Potential bidders claim 
Rosneft price is too high 


Liffe plans changes to take 
on rivals in run-up to Emu 


By John Tho nth HI in Moscow 

Two of Russia's biggest energy 
companies have warned that 
the starting price for the sale 
Of the Rosneft oil group Is too 
high, casting a cloud over the 
government's ambitious priva- 
tisation programme. 

The government, which has 
staked its reputation on con- 
ducting a dean and competi- 
tive auction for the last big 
state-owned oil company, now 
seems certain to be drawn into 
a war of nerves with some of 
the country's most powerful 
businessmen. 

Rem Vyakhirev, chairman of 
Gazprom, the giant gas monop- 
oly, said yesterday he was 
reconsidering his plans to bid 
for the government’s 75 per 
cent stake in Rosneft because 
of the inflated price of (ELlbn. 
Gazprom had announced ear- 
lier It would bid for the Ros- 
neft shareholding in alliance 
with Lukoil, the big Russian 
oil concern, and Royal Dutch/ 
Shell, the Anglo-Dutch energy 


group. On Monday, another 
leading contender, Yuksi, the 
newly-merged Russian oil 
group, announc ed it Would not 
bid for Rosneft, claiming the 
price was $800m above the 
company's true value. 

But Boris Nemtsov, acting 
first deputy prime minister, 
said Rosneft’s starting price 
would not be revised in spite 
of pressure from the energy 
companies. “Potential buyers 
do not want to part with their 
money and are trying to draw 
us into a discussion [about 
price L” he said. “But haggling 
is forbidden." Mr Vyakhirev 
“wants to pay Iks. but we 
want to receive more”. 

Glorgy Bedtneishvili, Rus- 
sian oil analyst at Salomon 
Smith Barney, said It was diffi- 
cult to attach a market value 
to Rosneft, given its diverse 
collection of assets and strate- 
gic importance. But he 
suggested some companies 
might be bluffing when they 
said they would not bid. 

“It is a closed auction so 


there is a little bit of game 
theory going on," be said. 

The Russian government set 
the minimum price for Rosneft 
after asking Dresdner Klein- 
wort Benson, the international 
Investment bank, to conduct 
an independent valuation. 
Government officials said thin 
showed Rosneft was worth 
between *2.3bn to $2L4bn in 
total. They also stipulated that 
the winning bidder must 
invest $4G0m in Rosneft over 
the next three years. The auc- 
tion closes on May 28. 

Analysts say the govern- 
ment could raise $7bn this 
year by selling 10 shortlisted 
companies. However, some of 
Russia’s most powerful groups, 
which have benefited from 
“sweetheart” privatisation 
deals, appear reluctant to bid 
up prices. 

Russia's energy companies 
have also been squeezed by the 
fan In international oil prices 
- although the government 
has granted them temporary 
tariff concessions. 


By Samer tekandar 


The London International 
Financial Futures and Options 
Exchange is planning sweep- 
ing changes to its governance 
structure in a drive to improve 
Its decision-making. 

The proposals, to be submit- 
ted next month to a vote by 
members, aim to increase 
Liffe’s chances of competing 
with rival exchanges in the 
run-up to European economic 
and monetary union. 

Line's governance working 
party, which includes mem- 
bers of the board and outside 
advisers, will propose reducing 
the number of directors from 
24 to 21 by June. It will suggest 
an increase in the responsibili- 
ties of thp rhatrman , who may 
have to meet annual perfor- 
mance targets. In a second 
stage, the board would be 
slashed to 18 directors. 

“The current board was suit- 
able for a stable environment." 
said George Cox, chairman of 
the working party. “In times of 


rapid change, we need a 
smaller board that can make 
decisions more efficiently." 

Last week, David Kyle, one 
of Liffe's most prominent inde- 
pendent traders, resigned from 
the board in protest at what he 
described as the “apathy” of 
Liffe’s management and its 
directors. He said the lack of 
decision-making was threaten- 
ing Liffe's survival. 

Competition among 
exchanges has intensified 
sharply in the past year as the 
advent of Emu threatens to 
shrink the derivatives market 
by reducing currency and 
interest rate risks among 
participating countries. 

The electronic Frankfort- 
based Deutsche Terminbfirse 
overtook Liffe in the trading of 
Europe's most actively traded 
bond derivative, the futures 
contract on German govern- 
ment bonds. 

Electronic tr ading is much 
cheaper than open outcry floor 
trading - Liffe’s favoured trad- 
ing method until recently. Last 


month, Liffe said it would 
spend £20m-£25m ($33m-$41m) 
- in addition to £10m already 
spent - to develop an elec- 
tronic system capable of trad- 
ing its main products. 

Last week, Mr Kyte’s com- 
pany installed electronic trad- 
ing terminals in London, link- 
ing half its 100 traders to the 
DTB’s system. 

Several trading houses have 
complained that Liffe’s elec- 
tronic system, which will only 
become available by the end of 
next year, is too expensive and 
taking too long to develop. 

The responsibilities of Liffe's 
chairman - a largely ceremo- 
nial role - will be increased 
after the incumbent. Jack Wig- 
glesworth, retires in June. Mr 
Cox said: “As the job is becom- 
ing more demanding we will 
have to recruit a full-time 
chairman, possibly from out- 
side Liffe,” he said. 

The chairman, until now 
always a board member, was 
traditionally appointed by 
colleagues. 
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No one fooled by end 
of year window dressing 


In Tokyo it is March 31. rather 
fan April 1. that is All Fools 
Day - in financial markets, 
anyway - as the annual 
balance sheet window dressing 
ritual reaches its climax. 

You don’t need to be a weird 
conspiracy theorist to believe 
there was something 
suspicious about Tuesday's 
late futures-led upsurge of 1.6 
per cent in the Nikkei Average 
to 1M27. In Japan, banka’ 
capital bases reflect their 
holdings of stocks at market 
valuations. 

The Nikkei had a good run 
in January on the story tliat 
the authorities were targeting 
18,000 by the financial 
year-end. However, particular 
index levels have had much 
less significance since the 
Japanese government pumped 
YMOObn (*13.fitin) into 21 
leading banks a few weeks 
ago, and since the valuation 
rules were changed. 

In any case, the common 
suggestion that the Nikkei 
tends to be inflated on March 
31 and that the yen la hoisted 
by the repatriation of financial 
assets, clashes with the fads. 
The Nikkei has risen 4.7 per 
cent on average in the past . 
three Aprils. Now the Post 
Office claims to be ready with 
$?.4bn to support stock prices. 

However, this year looks 
more difficult than ever before, 
g iv en the interminable crisis 
of the 1990s. The Aslan boom 
that earlier helped prop up 
Japan’s economy has collapsed 


and cm ever-widening trade 
surplus with the US cannot 
compensate. Industrial 
production fell 3-3 per cent in 
February and unemployment 
has hit a record 3.6 per cent. 
Tomorrow's latest Tankan 
business opinion survey is 
likely to be dire. 

At about Y133. the US dollar 
is close to a six-year high 
against the Japanese currency, 
and is 66 per cent above the 
low it touched three years ago. 
Perhaps Americans are not so 
worried about the weakness of 
the yen. being more concerned 
about inflation than jobs at the 
moment. However. Friday’s 
Asia-Europe summit may find 
the Europeans less tolerant 
In Spite of a likely 
S100bn-plus current account 
surplus the yen is under 
serious downwards pressure. 
The “big hang" deregulation in 
the financial sector is allowing 
foreign institutions to hire 
hard-pressed Japanese savers 
into the booming and 
(relatively) high-yielding 
markets of the US and Europe. 
The Bank of Japan is flooding 
the system with liquidity, as 
shown by a 40 per cent rise in 
the BoJ's assets in a year; the 
money will spill out over the 
foreign exchanges, if not yet 
into the stock market 
Fortunately, foreign 
investors dan take a more 
relaxed view of Japan 
nowadays. Its stock market 
has contracted to a World 
Index weighting of only ji per 


cent against a 45 per cent 
peak in 1988. It is still 24 per 
cent of the EAFE Index, which 
Americans use as a non-US 
benchmark, but that compares 
with Europe's 70 per cent 

Global bond investors, 
though, fece a bigger 
challenge. Japanese 
government bonds rep res e n t 
14 per cent of the global 
government bond index and 
this weighting could go much 
higher as Japanese borro win g 
expands while iggunnep 
elsewhere shrinks rapidly. 

Ten-year JGB yields of 1.8 
per cent, much lower than 
anywhere else, must rise in 
the medium term. But if Japan 
slides into a serious recession 
bond yields could sink even 
lower as the security of the 
capital becomes more 
important than the income. 

As for equities, corporate 
profits are sliding and the 
average p/e ratio rsnains 
sky-high (about 60). But the 
cash flow multiple is relatively 
low (certainly by current US 
standards) and if there were 
any serious signs of corporate 
restructuring the Tokyo 
market might start to look 
cheap. 

But, as has been evident 
since 1990, conditions have to 
get worse in Japan before they 
can improve. Now, they may 
get much worse. 

Bang or wldogWi Page 15 
Lex, Page 16 
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A COMPANY 
WITH 
AMBITION 
NEEDS A 
BANK WITH 




If you have an appetite for growth, you need Jim May 


Corporate. Director 

a hank to match your business ambition. 

You need access to the best range of financing 
solutions, from working capita! to debt and 
equity finance. And you need decisions, quickly. 

You need The Royal Bank of Scotland. 


A bank that's the right size, with the right 
people, and the right attitude. 


The Royal Bank 
of Scotland 
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RETAILING JAPAN GROUP'S HK ARM FACES SERIOUS FINANCIAL DIFFICULTY 



Yaohan International Japanese banks undermined 

in rescue negotiations 


-HBdcet2Z5 Average 

(m 


By Mu Ridding hi Hong Kong 

Yaohan, International 
Holdings, the Hong Kong 
arm of the collapsed Japa- 
nese retailing group, yester- 
day warned it was facing 
serious financial difficulty 
and was in rescue talk* with 
bankers and potential inves- 
tors. 

"The group's financial 
position may further deterio- 
rate and if no new capital is 
injected, then the company 
may be forced into liquida- 
tion," it said. 

It added that information 
concerning the use of corpo- 
rate funds by former staff 
had been passed to Hong 
Kong's commercial crime 
bureau for investigation. 

Shares In the retailing, 
department store and prop- 
erty company plunged 75 per 
cent after the resumption of 
trading yesterday. The 
shares had been suspended 
since last September, when 
Yaohan Japan, the flagship 
of Kazuo Wada's retailing 
empire, collapsed with debts 
of Yl61Jbn CJlJbn). 

The Wada family, which 
built Yaohan into one of 


Asia's largest retailing 
groups, said at the time it 
planned to continue the 
group's international 
operations. However, the 
financial crisis at Yaohan in 
Japan and the impact of 
Asia’s financial turmoil have 
hit several subsidiaries and 
associated companies. 

Yaohan Hong Kong, the 
retailing arm of Yaohan 
International, filed for liqui- 
dation in November last 
year, forcing the closure of 
Yaohan department stores in 
the territory. Stakes In the 
group's catering and enter- 
tainment subsidiaries have 
also been sold to raise hinds 
and ensure the survival of 
the Hong Kong operations. 

While Yaohan's Hong 
Kong subsidiaries have gen- 
erally been controlled 
directly by the Wada family, 
rather than through Yaohan 
Japan, they have also been 
affected by financial strains 
arising from an aggressive 
expansion strategy. 

Yaohan International yes- 
terday said it bad total bank 
borrowings of KK$431m 
(US$55.6m) and a net asset 
deficit of HK$41.7m at the 


end of September last year. 
Since late 1997. the company 
added. It had received writs 
from creditors claiming 
about HK$7lm. 

Trading results for the six 
months to the end of last 
September were also bleak, 
as the company suffered a 
net loss of HK$1.36bn on 
turnover of HK$332m. That 
compares with a net profit of 
HKtSLm for the 12 months to 
the end of March 1997 , on 
turnover of HK$&S9bn. The 
loss was largely the result of 
a HK$l.l6bn exceptional 
charge, which Included pro- 
visions for doubtful debts 
and investments in an asso- 
ciate company. 

Yaohan International 
declined to comment on the 
information passed to the 
crime bureau. It said new 
directors had been appointed 
in February to take over 
management and that provi- 
sions had been taken in 
respect of the information. 

Lao Yoan-yi, joint manag- 
ing director, said the com- 
pany planned to appoint an 
international accounting 
firm to ascertain the group's 
financial position. 


as Nikkei ends year at 16,527 

A lacklustre economy and poor earnings growth does not bode 
well for stocks, write Paul Abrahams and Gillian Tett , - 


E arlier this year, Taku 
Yamasaki, policy chief 
of Japan's ruling Liberal 
Democratic party, warned 
that the country’s financial 
system could not survive 
intact if the Nikkei 225 aver- 
age closed below 18,000 at 
the end of the finan^a] year. 
Despite a last-hour rally, 
the index ended the year 
yesterday nearly 1.500 points 
short of Mr Yamasaki 's tar- 
get at 16^27. 

The dangers described by 
Mr Yamasaki were very real. 

Japan's teetering banks 
have counted unrealised 
profits on equity holdings 
as tier two capital. But a 
sharply lower stock market 
meant many b anks could 
lose all their unrealised prof- 
its and undermine their 
capital 

The effects would be two- 
fold. First the b anka would 
need to reduce loan books, 
causing widespread bank- 
ruptcies. Second, many 
would no longer meet Inter- 
national capital adequacy 
requirements and would be 
unable to trade overseas. 

But with yesterday's dose. 


the markets yawned - and 
with justification. 

The reason was that the 
authorities, had decided If 
they could not solve the 
problem, they would simply 
ignore it They had intro- 
duced new rules allowing 
banks to value their equity 
holdings at either market 
value or at book value, 
which is normally higher. 

Yesterday Yasuda Trust, 
one of the weakest Japanese 
banks, announced it had 

adopted the book valuation ’ 
method, thereby reducing its 
parent losses last financial 
year from Y294bn ($2L22bn) 
to just YISObn. 

The change is only an 
accounting one. and no eco- 
nomic value b«a been added.' 
This has been acknowledged 
by banks such as ' Sanwa 
Bank, which says it will 
report using the new meth- 
odology, but also put the 
"old” figures in its annual 
report in an effort to show it 
has nothing to hide. 

Such accounting chicanery 
has not helped the banks 
meet international capital 
adequacy standards. 


The rules allow 45 per cent 
of equity holdings to be val- 
ued as tier two capital, but 
only valued at market rates. 

This problem was over- 
come by injections of public 
funds into the banks 
. through preference shares. ' 

Those that stfil did- not 
reach the required ratios 
simply closed down their 
international operations. 
The ministry of finance said .■ 
■yesterday there were only 4 $ 
Japanese banks allowed to 
conduct business overseas, 
against 80 last year. 

N evertheless, politicians 
remain anxious about 
the level of the market 
Although it has always 
been officially denied, most 
analysts believe public 
money held by the postal 
savings system has been 
used to pump up the market. 

Alex Kinmont, strategist 
at brokers Morgan Stanley, 
says normal - in v e stment in 
the equity market by the 
postal authorities - using 
trust banks as intermedi- 
aries - was Y3,000bn a year 
In the early 1990s, bat in 
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recent years the figure has 
■ nearly doubled* 

Pelham Smlthers, strate- 
gist at ING Barings, says 
that shortly before the gov- 
ernment announced its Jatr 
est economic package last 
Thursday, the trust banks 
jnade a block order of some 
4,000 futures contracts - 
driving the market sharply 
higher. 

The reason for this market 
manipulation is linked.to the 
large cross-shareholdings of 
Japanese companies. 

These are estimated to 
account for between 45 per 
cent and 55 per cent of the 
market 

Many industrial and ser- 
vice sector companies will 
issue profits warnings in the 
coming weeks because 
of losses on their share- 
-holdings. 

. The combination of a lack- 


lustre economy, disappoint- 
ing earnings growth and a* 1 
end to government interven- 
tion does not augur well for 
the stock market. 

E s tima tes for non-finoncial 
groups’ earnings range from 
about 5 per cent growth to a 
contraction of more than 15 
per cent, with the prospect 
of worse this year. 

J.P. Morgan, among the 
mo6t bearish of the brokers, 
believes the Nikkei 225 aver- 
age could be as low as 12.000 
by June. 

Such a fall would put more 
pressure on the government 
to boost the economy 
through meaningful mea- 
sures, such as tax cuts, 
rather than trying to deal, 
with the symptoms of the] 
crisis through marketl 
manipulation. 

If so. that would be: 
progress. 1 


NEWS DIGEST 


There are still some places without Heidelberg Printing Systems 



But they are few and far between. That's not 
surprising because Heidelberg is the world- 
wide market leader for high-tech printing 
systems. From Argentina to Australia, from 
Thailand to Siberia, Heidelberg stands for 
innovation, quality and reliability. 

Over decades, Heidelberg has continuously 
set new standards in its field. With ex- 
ports accounting for nearly 80% of group 
net sales of DM 5 billion, the company is 
a truly global player and always ready to 
tackle new markets, regardless of their 
size and complexity. 

Heidelberg is part of the RWE performance 
profiles. We at RWE have been using our 
financial resources and expertise to build 
a first class portfolio of subsidiaries that 
promises continued solid performance in 
the future. 


In doing so, we have been fbcuslng on 
companies that are among the leaders in 
their respective fields. They include other 
well known names such-as HOCHTIEF, a 
major international force in airport con- 
struction and management, and C0NDEA, 
which ranks among the foremost pro- 
ducers of base chemicals for detergents 
and cosmetics worldwide. And we are 
committing resources to future- oriented 
technologies such as telecommunications. 
Our portfolio is solid and dynamic. 

Portfolio optimization is only one way in 
which we are enhancing RWE's attract- 
iveness to investors. The restructuring of 
our shareholder base Is another. This is 
increasing RWE's appeal in international 
financial markets. 

RWE AG, Opernplatz 1, D-45128 Essen 
Fax: +49201/12-15361 
Internet: http://www.rwe.de 


INDONESIA 

Gudang Garam threatened 
by cigarette price rise 

Gudang Garam, fcvdoneeia's largest producer of dove cigarettes, j 
yesterday repotted a 38 per cent rise in profits for 1997, but ana- \ 
fysts said its sales and margins were likely to come under pres- 
sure after minimum prices are doubled from today. 

Profits totalled Rp906.8bn ($l07.3m) for the year, compared 
with RpS552bn in 1996, mainly because of a 15 per cent rise in 
sales to Rp7,518bn. The gross profit margin rose from 23 per 
cent to 25 per cent. 

Schraders, the brokerage, has said that Gudang Garam, the 
second largest company on the stock exchange, will be hurt 
more than Its competitors by a sharp drop in consumer spending 
and 9 go v ernme n t decision to raise-cigarette prices from today. 
The state raised the mtrdrmm price of machine-rolled clove- 
blended cigarettes from Rp95 to Rp175 to boost exdse revenues. 
Indonesia's largest producers pay an excise tax of 35 per cent, 
and this is expected to be raised in July- Taxes last year 
amounted to about 50 per oent of gross revenue for the largest 
producers. Sander Thoenea, Jakarta 


BUILDING PRODUCTS 


Carter Holt to sell units to MB0 

Carter Holt Harvey, the New Zealand forestry group, plans to sell 
Its Australasian building product su b sid i aries to a management 
buy-out becked by Investors Inducting AMP. Australia's biggest 
fife group, and Grant Samuel, the merchant bank. 

The company, a subsidiary of New York forestry group Interna- 
tional Paper, said the profitable subsidiaries were being sold to 
allow the company to concentrate on Its core forestry activities. 
The price has not been rfsdosed, but the company described the 
buy-out as the biggest of its kind made in Australasia. The com- 
panies bang sold have total sales of more than NZ$240m 
(US$1 35m) and employ 830 staff In New Zealand, Australia and 
the US. They Include insulation arid roofing operations in New 
Zealand, insulation, sinkware and flooring operations In Australia, 
and roofing companies in the US. The new company will be 
named Tasman Building Products. Terry Had, Wellington 


D-RAM PRODUCTION 

Japan groups may quit Europe 

Fu£tsu and Hitachi, the Japanese groups, said they were consid- 
ering ending production of dynamic random access memory 
chips in Europe, where Ihey operate plants In the UK and Ger- 
many. respectively. 

Hitachi said it was studying halting D-Ram production at its 
German unit, Hitachi Semiconductor, by about 2000. This has 
not officially been decided yet. but we are considering the move.* 
It said. The group will switch from producing U- Flams to making' 
microprocessors and microcontrollers. The unit produces 16MB 
D-Ram microchips and Is planning to shift output to 64MB D-ram 
chips In the year to March 1999. 

Fujitsu said it might dtescontlnue making 4MB and T6MB micro- 
chips at Fujitsu MicroelBCtronics. Its UK unit which Fujitsu said 
produced 2.5m units a month. “We are shifting production gradu- 
ally to micro control I bts.” Fu|ttsu said. “Eventually we will stop pro- 
duction of these microchips,* it added. AFX-Asia, Tokyo 


TELECOMS 

HK group gives up IDD licence 

Hongkong Telecom, the territory’s dominant carrier, yesterday 
sivrendered Its International direct-dial licence, paving the way f w 
the new era of staggered competition. 

The group, which Is controlled by Cable and Wireless of the 
UK, agreed to give up Its exclusive franchise eight and a half 
years before Rs scheduled expiry in return for a package includ- 
ing an HK$6.7bn (US$865m) pay-off. It received half of this 
yesterday. Louise Lucas, Hong Kong 


PROPERTY 


RWE Energie, Rheinbraun, RWE-DEA, RWE Entsorgung, LAHMEYERi RWE Telliance, HOCHTIEF 


RWE 


The Group That Knows How. 


Thai group to double capital 

land & Houses, a big Thai property developer, aaio yB3ter(Jav - 
planned to more than double Its registered capital by offerino un 
to 490.6m new shares to Institutional Investors. • ^ 

An Initial offering of not more than 350m new shares win t* 
made available from the beginning of May. pending sharehoJL 

approvaL The remainder, which could be placed via a rights 
issue, wifi be offered at an unspecified later date, The company 
wfli increase the amount of shares available to torejgnasfta^in 

per cerrt to 45 per cam arxlwiu an up a 

tor an .additional 10 per cent of outstending shares re<Sn “ ra 

Proceeds of the capital raising win be used, to restructure 

C ^^. ?^,, COmptoe d0velQ P me nt projects and«* * a 
property fund with other Investors. set up a 

land & Houses posted a loss of BKS.53bn ($172m) m 1997 
compared with a net profit of Bt1.76bn: Ted B^daeke, Bai^ kok 
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— ™CTU RING MORE T HAN 100,000 STAFF TO GO OVER MEDIUM TERM AS STAYE-OtA/NED CONCERN MOUNTS 'EFRCIENCY DRIVE 


Bank of China plans to cut workforce by half 

By Queatfa Pari. Jamne H mn— « .. . _• _• _ 


nd James Kysge Eq Bofflag 

Bank of China, one of the 
country's big state-owned 
commercial banks, will shed 
more than 100,000 employees 
as it halves its workforce to 
improve efficiency. 

W;uig Xuebing, BOC presi- 
dent, said Asia's financial 
crisis had taught China's 
banks “the important thing 
is quality, efficiency and 
profitability. It does not 


matter how big you are. 1,4 

However, Mr Wang cau- 
tioned that the reform of 
China's state hnniring sector 
would be a “medium-term’* 
project, suggesting that 
changing the culture of man-, 
agement and finding, new 
jobs for former bank employ- 
ees would - take time. 

Mr Wang said the Hank of 
China, which employs about 

210,000 people, would “have 
to streamline, downsize otur 
staff. We have to cut half. At 


least 50 per cent” He did not 
give a clear timetable for the 
restructuring, saying only 
that “In five years' time the 
Chinese banks will be able 
to reduce the labour force 
because -of IT modernisa- 
tion... but the real question 
is how to .reallocate them 
[redundant staffi” 

Mr Wang indicated the 
turmoil in Asia had had a 
profound impact on the 
thinking of China's senior 
banking, officials and was 


likely to have a significant 
effect on the country’s eco- 
nomic and institutional 
development 

The problems generated 
by state-controlled, banks 
lending to- - state-backed 
industries elsewhere in the 
region had put in question 
the model of what he called 
“the principal banker”. 
Whereby one state bank is in 
effect the exclusive banker 
to a state-owned enterprise. 

“If you look at Japan and 


Korea, then you can see that 
if you do not handle this [the 
relationship between state 
banks and state companies], 
there will be concerns about 
the relationship between the 
banking sector and indus- 
try” he said. 

The Asian flnqnrnai crisis 
had thrown up new invest- 
ment opportunities in the 
region for the Bank of 
China. “Malaysia, Thailand 
and Korean investors are 
now approaching BOC for 


fainting _ . . and some of the 
projects are very good ones,” 
Mr Wang satd- 
At the same time, he 
suggested that the unravell- 
ing of neighbouring econo- 
mies in Asia would add to 
the strain on the economy 
and 'banking in China- 
Many economists consider 
China's state hanking sector 
to be technically insolvent 
but Mr Wang played down 
the problem of bad debts at 
Bank of China. 


"Our bad debts account for 
l per cent of our loan portfo- 
lio in renminbi [the Chinese 
yuan]. The problem loans 
{which include overdue 
interest and capital repay- 
ments] at BOC are close to 
10 per cent But bad debts 
according to Chinese 
accounting standards are 
just 1 per cent” he said. 

Pre-tax profits at Rank of 
China slumped 48 per cent in 
1997 to Yn6.03bn (9728m) 
against Ynu.6bn in 1996. 


Cost-cutting 

helps Marutl to 
20% advance 


By Mark Wdboteou in New DeBd 

Substantial cost-cutting and 
improved efficiency lifted 
pre-tax profits at Maruti, 
India's biggest carmaker, 20 
per cent to Rs9.76bn ($247m) 
for the year ended yesterday. 
■ The results, which compared 
with Rs8.08bn the previous 
year, were achieved despite 
a modest rise in car sales of 
7.7 per cent 

Maruti, a SOSO joint ven- 
ture between the Indian gov- 
ernment and Suzuki, the 
Japanese carmaker, main- 
tained a share of more than 
80 per cent of India's passen- 
ger car market with unit 
sales of 326,840 against 
303,525 a year earlier, despite 


growing competition from 
newly arrived foreign and 
joint-venture carmakers. 

R. S. S. L. N Bhaskarudu, 
the managing director whose 
appointment last year 
caused a bitter dispute with 
Suzuki, refused to- comment 
on the continuing dispute, 
which is the subject of arbi- 
tration proceedings in Paris: 
Suzuki opposed Mr Bhaska- 
rudu’s appointment saying 
he was “unsuitable” for the 
post He would say only that 
a solution to the dispute lay 
in the hands of Maruti's 
owners. 

The company’s basic 800 cc 
model remained the main- 
stay of production, with out- 
put of 189,000 cars. Falling 



Efficiency drive: Maruti maintained Us 80 par cant share of ImSa^ 


output of its l.OOOcc and 
Esteem models, down almost 
25 per cent at 18.700 units, 
was offiet by rising sales of . 
both the 800cc and its Omni 
minivan, up 21 per cent 
Mr Bhaskarudu said the 
sustained profits growth, 
nearly mat ching the previ- 
ous year’s 22 per cent rise. 


resulted largely from cost- 
cutting at Maruti’s Gurgaon 
plant outside New Delhi, 
with savings' of at least 
Rs750m coining from cuts 
suggested by workers. 

Exports, mainly of the 
Suzuki-branded Alto model, 
fell to 25^88 cars from 36,000 
a year earlier, but Mr Bhas- 


Tony Andrews 


karudu said the company 
aimed to export 10 per cent 
of production next year. The 
company said export earn- 
ings fell to' 8120m from 
8140m a year earlier and 
were exceeded last year by 
foreign exchange outgoings 
of 8185m. Turnover was 
Rs84^bn, up 83 per cent. 


Sundiro suspends IPO as markets flag 


By James Kardiog in Shanghai 

Hainan Sundiro Motorcycle, 
one of China's leading 
motorcycle manufacturers, 
has postponed indefinitely 
its planned Initial public, 
offering, reflecting the 
ebbing enthusiasm for new 
listings on mainland China's 
lacklustre foreign currency 
stock markets. 

The company's decision to 
suspend the IPO, which was 
originally planned for last 


year, follows the launch of 
Dalian Refrigeration last 
week, which closed below its 
issue price on its first day of 
trading. 

Ren Cbunyu, vicedirector 
of the securities department 
at Sundiro, said yesterday: 
“We temporarily postponed 
the issue of our B shares 
because of the sluggish mar- 
ket. The price of the newly 
issued Dalian Refrigeration 
shares fell and broke their 
issue price. ..This may be 


attributed to the impact of 
the south-east Asian finan- 
cial crisis." 

China 's stock markets are 
segregated into A shares, 
which are denominated in 
Chinese currency and- sold to 
mainland Chinese investors, 
and B shares, which are 
traded in foreign currency 
and, in theory, 'reserved for 
foreign investors. 

Sundiro also acknowl- 
edged that it was facing 
“fierce competition and fall- 


ing prices" in China. The 
company, which is based in 
Haikou on the island of 
Hainan in southern China, 

saw motorbike prices fall by 
between 10 per cent and 15 
per cent last year, according 
to recent reports. 

Bruce Richardson, head of 
HG Asia in Shanghai, said: 
“The poor price performance 
of Dalian Refrigeration, cou- 
pled with current difficulties 
in selling Shanghai Consoli- 
dated Electric, indicate con- 


tinuing poor conditions for 
new B share issues. Foreign 
interest in B shares, new or 
otherwise, has collapsed." 

Dalian Refrigeration had 
an inauspicious debut on the 
Shenzhen stock exchange 
last week, when it offered 
115m B shares at an -offer 
price of HKS2.99 and closed 
the day at fflcgnw- Shang- 
hai Consolidated Electric is 
a window company for a. 
number of Shanghai’s elec- 
trical joint ventures. 


FirstGroup and 
New World in 
HK bus deal 


By Louise Lucas in Hong Kong 
and Jonathan Ford in London 


FirstGroup. the UK’s biggest 
bus company, is jo ining 
forces with New World 
Development, a Hong Kong 
property company, to take 
over a five-year fran chis e to 
operate a large number of 
Hong Kong's buses. 

The consortium, which 
will start operating the ser- 
vice on September l, headed 
off five other bidders to win 
the franchise It defeated the 
PT f jfltin g- holder, rihina Motor 
Bus (CMB), which had 
teamed up with Stagecoach, 
FirstGroup's biggest rival in 
the UK. to make a bid. 

Hong Kong’s bus sector 
was opened to bidders fol- 
lowing the transport authori- 
ty's decision in February to 
remove the franchise from 
CMB after 65 years. Family- 
owned CMB was criticised 
for running dirty, old-fash- 
ioned vehicles. 

Bids were submitted .from 
Hong Kong bluechips and 
China-backed companies, 
and the inclusion of a UK 
partner was taken as confir- 
mation of business as usual 
for UK companies in the for- 
mer colony. 

"Clearly,, we have a level 
playing field,” said Steven 
Thompson, chief analyst at 
Nikko Research Centre in 
Hong Kong. “It does indicate 


there’s no discrimination.'’ 

FirstGroup brings experi- 
ence to the consortium: New 
World was one of the few 
bidders to have no prior 
experience of operating a 
bus service. However, it has 
pledged to recruit CMB per- 
sonnel - including managers 
- to provide continuity of 
service. 

For New World, the 88 bus 
routes will provide recurrent 
income, in contrast to the 
more erratic earnings from, 
property development. 

The group has made a 
commitment to Invest some 
HKS2bn (US$258m) in the 
franchise, including the 
acquisition of 500 new buses 
within two years, each 
equipped with a temperature 
controlled ventilation sys- 
tem and facilities for th e dis- 
abled. It will also construct a 
new permanent bus depot. 

The new bus operator will 
require fewer mechanics 
than CMB but it is prepared 
to offer alternative employ- 
ment wi thin the New World 
group - a factor likely to 
have been welcomed by the 
government, under growing 
pressure as redundancies in 
the territory increase. 

FirstGroup will have a 26 
per cent stake in the joint 
venture and has agreed to 
contribute up to HK$520m to 
the franchise, financed out 
of existing resources. 
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Docomo 

reduces 

parent’s 

forecast 

By Mdriyo Nakamoto in Tokyo 

NTT Docomo, Japan’s 
dominant cellular phone 
group, is taWng a Y36bn 
($272m) extraordinary loss In 
relation to its stake in NTFs 
personal handy-phone sys- 
tem (PHS) companies. 

As a result, Docomo cut its 
parent net profits forecast by 
Y43bn to Y21bn for the year 
to March 1998. 

The lower net profits - 
which come on sales of 
Yl.26lbn and pre-tax profits 
of Y125bn - reflect the 
extent to which the . PHS 
business is weighing down 
on the NTT. group. 

Docomo has a 48 per cent 
stake in the nine PHS com- 
panies in the NTT group, 
which have cumulative 
losses of Y240bn. 

Do co mo’s profits revision 
follows NTT’s statement that 
parent net profits in the year 
to the end of March would 
be YlB8bn, or 28. per cent 
lower than previously fore- 
cast, because of losses in the 
PHS units. NTT is taking a 
special loss of Y67bn in rela- 
tion to the write-down of its 
PHS businesses. 

PHS, which is a cheaper 
and more restricted form of 
mobile communication com- 
pared with cellular phones, 
has faced difficulties since 
its launch three years ago. 

It was initially hailed as a 
convenient, low-cost alterna- 
tive to cellular phones, but 
fierce competition saw hand- 
sets given away free, and a 
high level of churn has led 
to mounting losses at most 
PHS companies. 

The decline in cellular 
phone handset costs and in 
call rates has also eroded the 
main advantage of PHS over 
cellular phones. 

PHS subscriptions In 
January declined by 68,000 
overall, according to 
industry statistics. 

Hie write-offs at NTT and 
Docomo suggest that NTT is 
planning to tackle the prob- 
lems by either merg in g the 
companies with Docomo or 
liquidating the PHS compa- 
nies and transferring assets 
to Docomo. 
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INVESTMENT BANKING GERMAN GROUP IS POACHING STAFF FROM UBS, BZW AND BARCLAYS CAPITAL 


Commerzbank recruits top City teams 


By Clay Harris, 

Banktag Correspondent 


Germany’s Commerzbank 
has swooped into the fer- 
ment of the London jobs 
market, hiring; more 
two dozen analysts and trad- 
ers for its growing invest- 
ment banking operation. 

Commerzbank's recruits 
include highly rated teams 
from Union Bank of Switzer- 
land, which is merging with 
Swiss Bank Corporation, and 
from BZW and Barclays Cap- 
ital, which were split up in 


the bank's retrenchment It 
has also hired two deriva- 
tives executives who worked 
for Peregrine, the Hong 
Kong-based investment bank 
which collapsed in January. 

On the research side, Com- 
merzbank has namp/T h earts 
of utilities, property, autos, 
insurance, metals and min- 
ing, oil and gas, telecoms, 
chemicals and technology. 
Several have brought col* 
leagues or teams with them. 

The appointments under- 
line the intention of Mehmet 
Dalman, bead of global equi- 


ties, to build rather than 
buy. Mr Dalman was 
recruited last May from 
Deutsche Morgan Grenfell- 

DMG, meanwhile, has lost 
another senior executive to 
Donaldson, Lufkin & Jen- 
rette, the US investment 
bank which shares Com- 
merzbank's “build not buy” 
strategy. 

John Smith is to become 
DU’S international head of 
research, covering non-US 
shares. His move keeps 
intact his partnership with 
Mark Rutherford, who is 


moving from DMG to 
become head of mtemathmal 
equity sales at DLJ. 

Both moved to DMG from 
UBS. Their former UBS boss. 
Hector Sants, will be global 
head of equities at DLJ. 

At Commerzbank, 
research recruits are headed 
by Lakis Athanasiou. who 
becomes head of utilities. As 
UK water and utilities ana- 
lyst at UBS, he was ranked 
first in the Extel and Institu- 
tional Investor surveys. He 
brings UBS colleagues Paul 
Rogers and Chris Rogers. 


Martin Bell, head' of Index 
trading at BZW, becomes 
head of derivatives propri- 
etary trading, bringing five 
farmer colleagues from Bar- 
clays Capital. 

Sunni GoonetiUake and 
Patrick Wong, formerly , of 
Peregrine, will be heads of 
Asian ' derivatives sales and 
Asian equity derivatives 
trading, respectively. 

Laurie Pinto, head, of risk 
arbitrage sales, joins from 
Mesirow Europe with, two 


Tormer UBS analysts 


named -research heads at 
Commerzbank include John 1 
Atkins, property, bringing 
colleagues Ray Jones and 
Carl Gough; Peter Dupont, 
metals and mining; Jeremy 
Eldon, ml and gas, bringing 
Lacy Haskins; and Peter 
Knox, technology. 

Other research heads - are 
Andrew Blair- Smith, autos, 
from BZW; Michael Drepper. 
insurance (DMGV, Tim Hirst, 
telecoms (Dresdner Klein- 
wort Benson); and Ronald 
Koehler, chemicals (Credit 
Suisse First Boston). 


Bouygues 
quiet on 
possible 
revamp 


By David Owes 
in Paris 


Bouygues, the French 
construction and telecommu- 
nications group, yesterday 
unveiled better-than-expec- 
ted annual profits, but left 
unresolved whether Groupe 
Vincent Bollorfe’s arrival as 
a leading shareholder would 
result in a shake-up of the 
company’s activities. 

Speculation over disposals 
has been rife since late last 
year, when the holding com- 
pany of Vincent BoHorfc, the 
French financ ier, and SCDM, 
a holding group owned by 
Martin and Olivier Bouy- 
gues, agreed to form a joint 
company grouping their 
stakes for at least five years. 
The entities involved 
together own about 25 per 
cent of Bouygues capital. 

Opinion is divided on 
whether Bouygues will opt 
to concentrate on traditional 
strengths, such as construc- 
tion, or on more recent 
adjuncts, such as telecoms. 
Bouygues Telecom operates 
France's third mobile phone 
network. 

“I am convinced that Bol- 
lord will demand better 
shareholder value and, prob- 
ably. sales.” said Jean-Chris- 
tophe Lefgvre-Moulenq, an 
analyst with Cholet-Dupont 
in Paris. 

Net attributable profits 
rose from FFr654m (55105.8m) 
a year earlier to FFr755m in 
1997. on turnover ahead from 
FFr73-4bn to FFr91.1bn. 

The group, which also 
owns 40 per cent of TF1, the 
TV channel, and helped to 
build the new Stade de 
France sports stadium in 
Paris, said the figures were 
not comparable, owing to 
new accounting methods 
and a change in the way in 
which one business was con- 
solidated. On a comparable 
basis, net attributable profit 
for the year was FFr55 lm, on 
turnover of FFr77.9bn. 

The company said its total 
provisions for risks and 
depreciation in Asia stood at 
FFrl63m. Five countries in 
the Asia-Pacific region had 
been affected by the crisis - 
South Korea, Indonesia, Mal- 
aysia. the Philippines and 
Thailand - and Bouygues 
derived FFrl-2bn in turnover 
from these in 1997. It expec- 
ted this figure to Tall to 
FFrSOOm this year. 

Construction activity in 
France continued to decline, 
but the volume of orders had 
stopped Tailing and should 
be higher this year. 

An unchanged gross 
dividend of FFr25.50 is 
proposed. 


Schindler upbeat for 1998 despite Asia 


By wauam HaH in Geneva 


Schindler, the world's 
second biggest manufacturer 
of elevators and escalators, 
expects a substantial 
improvement In its profits in 
1998. despite further non- 
recurring restructuring 
charges of up to SFr50m 
($33m) and severe pricing 
pressures In Asia, which 
accounts for nearly two- 
thirds of the world elevator 
market 

The Swiss group, which 
had previously reported a 61 
per cent rise in 1997 net 
income to SFrl42.8m, said 
profit growth in 1998 would 
come primarily from cost- 
cutting and improved effi- 
ciency rather than revenue 
growth. 

Alfred Schindler, chair- 
man, said the company had 
achieved its strategic growth 
target for global presence 
and the emphasis was being 


redirected to strengthening 

earning s potential. Last year 
Schindler increased its pre- 
interest operating margin as 
a proportion of sales from 2*3 
per cent to 39 per cent Its 
medium-term target is 6.6 
per cent. 

Mr Schindler, speaking at 
the company’s annual press 
conference in Geneva, esti- 
mated the world market for 
new installations grew by 
about 6 per cent to 
SFrl69bn, or 242*800 units, 
in 1997. 

However, after adjusting 
for currency fluctuations the 
total market was flat, as was 
the estimated SFraobn-a-year 
global market far repair and 
maintenance of Installed 
capacity. He did not see any 
material change in the out- 
look in the current year. 

European demand contin- 
ued to stagnate but there 
was a slight increase in 
Latin America. In Asia- 



Atfred Schindler growing demand in Aste-Padflc but prices lousy 1 


Pacific, demand was growing 
but prices were “lousy”. 

Schindler estimates 62 per 
cent of the world market for 
new installations by value is 
in the Asia-Pacific region, 


followed by Europe with 24 
per cent and the Americas 
with 14 per cent. By con- 
trast, 49 per cent of the 
gr ou p’s revenues in escala- 
tors and elevators come from 


Europe, SP per cart from the 
Americas' and 21 per cent 
from Asia Pacific. 

Asia, despite its recent 
problems, would continue to 
post “substantially higher” 
long-term growth rates for 
elevators and escalators 
than, other regions, and it 
was an area where the group 
needed to increase its pres- 
ence, said Mr Schindler. Pop- 
ulation growth and urbani- 
sation are fuelling demand 
for high-rise accommodation. 

“The greatest risk lies not 
in the collapse in demand 
but rather in a massive 
expansion of capacity to an 
extent that vastly exceeds 
demand and thereby drasti- 
cally, forces prices down.” 

China is Schindler’s most 
important Asian market, and 
although volume Is growing 
the arrival of new competi- 
tors and "unprecedented 
price erosion” is neutralising 
volume growth. * 


Norske Skog plans Korea buy 


By Greg Meteor in Stockholm 

Norske Skog, Europe’s 
largest newsprint supplier, is 
pursuing acquisitions in 
south-east Asia with plans to 
buy a mill in. South Korea 
from Shin Ho Paper, the 
Thai forestry group. 

The agreement, announced 
yesterday, to purchase a 90 
per cent stake of a plant at 
Chong Won with annual 
capacity of 180,000 tonnes, 
follows the Norwegian com- 
pany’s announcement last 
week that it was negotiating 
to buy a majority holding in 
Shin Ho. The group owns 


Thailand's only newsprint 
mill, which has annual 
capacity of 120,000 tonnes. 

Norske Skog said it would 
inject about $35m of new 
equity into Shin Ho, giving 
it a 70 per cent stake. The 
debt-free value of the two 
transactions would he less 
than $300m. 

Omund Revhaug, Norske 
Skog head of corporate 
development, said it was tak- 
ing advantage of a more 
helpful investment climate 
following the region’s eco- 
nomic turmofl. 

He said the crisis had 
improved access to equity 


holdings, while currency 
devaluations had resulted in 
lower prices. 

The acquisitions will raise 
Norske Skog annual news- 
print capacity to 2.3m tonnes 
and make it the world’s 
third largest supplier of the 
grade from early next year, 
behind Canada's Abitibi- 
Consofidated and Bowater of 
the US. 

Mr Revhaug signalled that 
Norske Skog was interested 
in making further acquisi- 
tions, with the aim of dou- 
bling its annual production 
capacity in south-east Asia. 

• Investor, the main 


investment vehicle of Swe- 
den's Wallenberg business 
empire, yesterday said it 
would distribute up to 50 per 
cent of Saab, its aerospace 
subsidiary, to its sharehold- 
ers ahead of a stock market 
listing, writes Tim Burt in 
Stockholm. 

The company said shar e- 
holders would be offered the 
shares at an undisclosed dis- 
count to the listing price. 

The listing would enable 
the military aircraft manu- 
facturer to “participate bet- 
ter” in the res tructur ing of 
the European aerospace 
industry. 


Endesa seeks gas partnership 


By Tom Boms la Madrid 

Endesa, the big Spanish 
power group scheduled for 
further privatisation, said 
yesterday it was seeking a 
strategic partnership with a 
gas conglomerate to diver- 
sify its business and ensure 
its leadership in domestic 
electricity generation. 

The utility will also con- 
tinue to expand in Latin 
America, step up investment 
in telecommunications and 
shed more than one-quarter 
of its labour force over the 
next four years to overcome 
falling income caused by tar- 
iff cuts and electricity 
deregulation in Spain. 

The Spanish government 
controls 41 per cent of End- 
esa, and is expected to sell a 
25 per cent stake in June 
through a market disposal 
likely to be worth more than 
FtaSOObn ($51 bn), a record 
issue for Spain. 


Endesa 

Share price (pesetas) 
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“The future value of elec- 
tricity companies depends 
on their ability to establish 
long-term arrangements 
with gas companies that will 
ensure supplies at a' good 
price and make possible a 
joint selling strategy to big 
industrial consumers,” said 
Rafael Miranda, Endesa 


chief executive. 

He added that Endesa bad 
Initiated contacts with possi- 
ble partners, including Gas 
Natural, the dominant Span- 
ish gas distributor, the 
Anglo-Dutch Shell group and 
Total and Elf Aquitaine of 
France. 

Endesa has provisionally 
allocated Pta350hn for elec- 
tricity generation and distri- 
bution Investments in Latin 
America over the next four 
years - up to Ptal40bn could 
be spent this year. 

The group, in association 
with Enersis, the Chilean 
electricity company in which 
Endesa bought a controlling 
stake last year. Is consider- 
ing acquisitions in Brazil 
and in Mexico. 

But Mr Miranda said the 
cost of electricity assets in 
Brazil “risked becoming 
exorbitant” and Endesa was 
not in the market for “buy- 
ing at any price". 


He said the group's prior- 
ity was to consolidate its 
business in I .a tin America 
following Investments total- 
ling Pta361bn last year in 
Chile and Colombia. 

Endesa, a big shareholder 
in Spain's second fixed-line 
and mobile telephone opera- 
tors and an important inves- 
tor in cable communications, 
has become pivotal in the 
deregulation of Spain’s tele- 
coms sector. Mr Miranda 
said he wanted a “global 
solution” which would bring 
all the businesses together 
to compete more effectively 
against Telefdnica. Spain’s 
dominant carrier. 

Under early retirement 
plana for staff aged 55, End- 
esa will reduce its employees 
by 7,000 to 20.000 by 2002. 

• Iberdrola, Spain's second 
ranked electricity group, 
raised its 1997 net profits by 
5 per cent to Ptal015bn, in 
line with forecasts. 


BHV chief aims to lift 
profits 10% this year 


By Andrew Fisher hi Munich 

Bayerische Hypo- und 
Ve re ins bank (BHV), the Ger- 
man bank being created by 
the merger of two Bavarian 
banks, should be able to 

increase operating profits by 
at least 10 per cent this year, 
Albrecht Schmidt, chairman 
designate, said. 

Both existing banks - 
Bayerische Vereinsbank and 
Bayerische Hypothekcn- und 
Wechsei-Bank - had raised 
profits in the first two 
months. Net interest income 
and commission income, 
benefiting from strong pri- 
vate customer business, had 
both moved ahead, he said- 

But Mr Schmidt, currently 
chairman of Vereinsbank. 
also said 1998 would be a 
“particularly difficult year”. 
The two banks would have 
to ensure the exertions of 
the merger - which win not 
be completed until Septem- 
ber - did not lead to any loss 
of business. 

The merged bank, which 
will be Germany's second 


largest, aims to achieve a 15 
per cent net return on capi- 
tal and a cost/income ratio of 
50 per cent in 2003. Mr 
Schmidt said these were 
realistic goals. "The good 
start to 1998 confirms oar 
optimism.” 

Last year, the banks 
achieved combined operat- 
ing profits or DM3.4bn 
f$i.8bn), a rise of 21 per cent: 
Vereinsbank accounted for 
60 per cent. Joint net profits 
were 9 per cent higher at 
DMl.Tbn, with a return on 
equity of 9.4 per cent The 
cost/income ratio was 58.4 
per cent. 

The profit rises came after 
Vereinsbank made extra pro- 
visions lor Asian loan risks 
amounting to 20 per cent of 
Its exposure of DMl.lbn in 
the problem countries. Hypo- 
Bank nearly doubled its loan 
risk provisions to DM2B5bn 
to cover risks on large prop- 
erty projects, using gains on 
its securities portfolio. 

The banks also gave more 
details of the merger terms. 
The auditors’ report on 


which the merger exchange 
ratio of roughly 1.3 Hypo- 
Bank shares to one of 
Vereinsbank was calculated 
valued Vereinsbank at 
DM137.23 a share and Hypo- 
Bank at DM103.18. Vereins- 
bank 's total valuation was 
DM4 1.41m against DM27.9bn 
for Hypo-Bank. 

Mr Schmidt gave no clear 
Idea of how BHV would real- 
ise its planned synergies and 
cost cuts. He has said it 
would shed jobs in Germany 
but create jobs across 
Europe. Yesterday, he said 
the employment total would 
“oscillate" around 40,00(1 - 
the present combined figure 
- but “at the lower end". 

BHV plans to operate as a 
“bank of the regions” in 
retail and corporate banking, 
property finance, asset man- 
agement. financial markets 
and trade and project 
finance. 

The merger, which is 
dependent on shareholders’ 
approval at annual meetings 
in May, will be retrospective 
to January- L 


Fincantieri falls 
79% on delays 
to production 


By Paul Brils in MBan 


Fincantieri, the Italian 
state-owned shipbuilding 
group, yesterday reported a 
79 per cent fall in 1997 prof- 
its after production difficul- 
ties in meeting its heavy 
workload commitments, 
especially in the thriving 
market for large cruise 
ships. 

The group, scheduled for 
privatisation, has been 
Involved in an increasingly 
tense relationship with the 
Walt Disney company over 
the construction of two 
85.000-tonne, 2^00-passenger 
cruise ships for the US enter- 
tainment conglomerate. 

The order marks the entry 
of the US company into the 
cruise business. However, 
production difficulties at 
Fincantieri 'a Margfaera yard 
in Venice forced Disney to 
delay the launch of Its cruise 
holidays from April to July. 


The delays have led to con- 
siderable friction between 
the Italian shipbuilders and 
Disney, which is understood 
to have a team of about 150 
people in Venice monitoring 
progress on the two cruise 
liners. 

Fincantieri yesterday 
acknowledged that its lower 
1997 earnings reflected the 
problems with the Disney 
orders, winch are expected 
to entail penalty clauses for 
late delivery. 

Earnings fell fro m L50^bn 
In 1996 to L10.7bn 
for 1997, while revenues 
Increased 12 per cent to 
L3^53bn. 

Flicanberi has cornered 
about 40 per cent of the 
world market for giant 
cruise ships, receiving 
orders last year from P&O, 
Carnival, and Holland Amer- 
ica Line. 

It is also a leader in the 
world market for fast ferries. 


ROE joins 
financial 
sector 
shake-up 


By Victor MaHet 
hi Johannesburg 


The Cape Town-based Board 
of Executors group yester- 
day joined a wave of consoli- 
dation in the South African 
financial services industry 
with a Rl7.9bn ($3.6bn) deal 
to simplify cross-sharehold- 
ings with partners and 
increase efficiency. 

BOE, Orion Selections 
Holdings, Orion Selections 
and NBS Boland will be 
rationalised to form a single 
investment banking group 
with a full range of services, 
including banking, asset 
management and life assur- 
ance. 

A restructured BOE would 
have a market capitalisation 
of about R81bn, making it 
the third largest group, 
behind Stanblc and Nedcor, 
in the banking sector of the 
Johannesburg Stock 
Exchange. BOE said that 
under the new structure, it 
would have had net earnings 
of more than Ribn in the 
year to September 1997. 

Liberty Life and Stanbic 
revealed three weeks ago 
that they were in talks to 
bring their banking, life 
assurance and fund manage- 
ment operations into a sin- 
gle holding company. 

The day before, Anglo 
American, and RMB Holdings 
announced a merger of their 
financial services interests. 

It is really a consolidation 
into one effective group,” 
said BID McAdam, BOE exec- 
utive chairman. "It has not 
been a copy-cat thing. We 
think it makes huge com- 
mercial sense.” 

He said BOE also wanted 
to contribute to "black 
empowerment” by bringing 
in a significant black Sooth 
African 'corporate partner. 
“We want to be regarded as 
an African bank in all 
respects,” be said. 

Under the proposed agree- 
ments, the listed companies 
would be BOE Corporation, 
the holding company, and 
BOE, the operating unit. The 
other companies in the 
group would -be delisted 
from the Johannesburg 
Stock Exchange, 

The restructured group 
wfl] manage assets of about 
RT7bn, comprising R35bn in 
hanking assets, R32bn in cli- 
ent funds and RlObn of its 
own investments. 

BOE and other South Afri- 
can financial services groups 
want to be able to meet the 
challenge of foreign rivals 
moving So Jo their domestic 
markets, while developing 
their own businesses inter- 
nationally. 

Although BOE will have a 
29 per cent stake in RMBH. 
Mr McAdam said he 
regarded the: holding as a 
strategic investment and 
saw no serious conflict of 
interest 
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DAIRY PRODUCTS 


Dispute dmong /investors 
ppses threat to MDFI 

The- future of MD Foods International (MDFI), foe Danish company 
which owns one of the largest dafiy businesses in the UK. was In 
doubt yesttitiay following disagreements among investors wer a 
planned financial restructuring- A meeting of shareholders today 
.Is due to vote on toe plans, which were outlined, last month by 
MD Foods; the Danish dairy farmers’ co-operative which has a 51 
.per cent stake in- MDFI. 

The reconstructlon Would In effect buy out the fotff Danish 
banka end other institutional Investors which own the remaining 
49 per cent J 

Niela Hougaard, fund mqnaga-. at Kbmmunemes Penstonsfor- 
spring. a pensxxvfund wttti shares hi MDFI, said yesterday: "We 
cannot vote for" toe nwon^uctkxs" He added tori If toe fond or 
other shareholders did not support the reconstruction, receiver- 
ship would be Imminent, but added: "We are sHt negotiating. 
Things could took very different by tomorrow,’ 

The reconstruction plan would transfer MDFt’e activities to MD 
Foods, which would place them under a wholly-owned subsidiary. 

MDFI would be left wfto only Its debts of about DKr2.5bn, of 
which some DKrl -5bn Is owed to four big Danish banks. 

Hflaiy Barnes, Copenhagen aid John WBbnan, London 

ITALY 


Sell-offs lift IRI 


IRC the JtaBan state holding company due to be dismantled 
.through a senes of privatisations during the next three years, yes- 
terday reported a 1997 profit of L5,000bn ($2-74bn) following 
substantial capital gains from the privatisation of Telecom Italia, 
the Seat telephone directories company, and Banca efi Rama. The 
company, which reported a meagre profit of L184bn In 1996, said 
Ks net financial indebtedness bad dropped sharply to L2,70Qbn 
from" Lfl,400bn m 1996. 

Jffl said ft Intended to pursue its privatisation programme this 
year with the sales of the Autostrada motorway group, the Aero- 
ports dl Roma airport operator, the Rnmare shipping One, the ABt- 
aBa airline, toe Finmeccanica defence and engineering group and 
the Fincantieri shipbuilding company, ft expected to report 
another significant profit this year along wtto further Improvement 
In Its Indebtedness. 

■ Plrelfi, the Italian tyre and cables group,. yesterday shelved to 
proposed Lt,4O0bn acquisition or SIrti. the telecommunications 
network services arid engineering company controlled by Tele- 
com Italia. The collapse of the deal follows a dispute between 
Ptrefli and Telecom Itafla over toe value of SIrti after the recently 
privatised Italian tatecommunfcations group deckled to review a 
L2£00bn fibre optic pr ogra m me. Pari Betts, MBan 


ITALIAN BANKING 


BNL tumbles into the red 

Banca Nazionale. del Lavoro, the Rome-based commercial bank 
to be privatised later this year, yesterday reported a consolidated 
loss, of L2jS03bn ($1_54bn) for 1097, compared with a LI 51 bn 
profit In 1996. 

The loss reflects toe bank's decision to clean up Its balance 
sheri by making sweeping provisions and write-downs on its 
non-performing fowls ahead of privatisation. 

It is planning to merge with Banco dl Napoli and is anxious to 
attract other banking aUles to form one of the country's largest 
banking' groups at a time of rapid consolidation In thb Industry. 
BNL said the bank had performed satisfactorily In 1997 with 
gross group operating Income rising by 10 per cent to L2^)l5bn- 
Pari Bette 


BELGIUM 


One-off gains boost GBL 

One-off gains boosted 1997 profits at Groupe Bruxelles Lambert 
Belgium's second-biggest holding company, controlled by the 
financier Baron Albert Frfire. from BFr16.9bn to BFr3lL73bn 
($833m). Gains Included BFr15.44bn on the group's sale of its 
stake In Banque Bruxelles Lambert to ING of the Netherlands, 
and BFr4.79bn on the sale by its subsidiary Auefioflna of a 16.7 
per cent share in CLT-Ufa, Europe's largest commercial broad- 
caster; to Germany’s Bertelsmann. Underlying net profits 
Increased 14.7 per cent tom Bft6.66bn to BFr7.64bn. 

Nefl Buckley, Brussels 


OIL AND GAS 


Wintershall chief confident 

Wtnterahall, the oil and gas subsidiary of the German chemicals 
group BASF, said yesterday It expected profits to hold firm In 
1998 despite the recant foil In ail prices. Herbert Detouring, 
chairman, sad earnings this year were expected to be In One with 
those In 1997, when the group's consolidated pre-tax profits 
Increased 26 per cent to DM1 bn. Net sates - turnover less dl 
and gas taxes, which are passed on to the government - rose 
21 .6 per cent to DM6.7bn ($3.63bn). Wintershall passed on 
DM329m in post-tax earnings to BASF. 

In 1997 output of oil rose 7 per cent to 7j8bn tonnes. Winter- 
shaJI said It Intended to step up exploration and production tftte 
year. In 1997. It spent DM 189m on exploration, up from DM115 In 
1996. Frederick Stikfomann, Berth 


FOOD PROCESSING 


Eridania shares jump 

Shares In Eridania B6ghin-Say, the French foods group, rose 
more than 5 per cent yesterday on the announcement of a 14.7 
per cent Jump in 1997 prof i ts to FFrl ,9bn ($307m) from 
FFrt.eeba The group, controlled 50.4 per cent by Montedison, 
the Italian conglomerate, also forecast 1998 results would be bet- 
ter because of good harvests, improvements In the US sweeten- 
ers market and expansion In eastern Europe. 

A 6 per cent rise In the dividend to FFr35 from FFr33 per share 
is proposed. During the year, turnover Increased 15. a per cent to 
FFr63. B5bn from FFr54J)7bn, helped by strong growth from 
French sugar operations. Sugar and its derivatives accounted for 
21 par cent of turnover but generated 41 per cent of operating 
income, which rose from FFi3.75bn lo FFr357ba 

Net debt edged up to FFr15>t9bn from FFf14,08bn, largely due 
to demands of dtock financing. K is proposed to simplify the 
holding structure, merging Eridania B6ghfn-Say with its whofly- 
owned subskSary European Sugars France, leaving Montedison's 
controlling stake unaltered. Robert Graham, Paris 




Bank Leumi doubles net 

-Bank Laud, Israel's second largest banking group, yesterday 
sad net profits more that doubled last year, due to one-off 
income from the sate of eon-financial suhsknaries. 

Net profits jumped from Shk604m in 1996 to Shkl^etm 
($33im) In 1997, excluding one-off income and expenses In both 
yeans. Including the one-off items, net profit cMmbed 22 per c*it 
from Shkfi63m to ShkSiOm. Return on equity, exduting the dis- 
posal a. Increased from 8 per cent to 10 per cent over the same 
period. 

Income from financing activities before provtsfons for dtxtotfol 
debt dim bad 11 per cent Shk3.52bn fri 1996 to Shk3.92bn last 
year. However, provisions for ckxjfcrtfuf debts rose from Shk653m 
to Shk726m. AvI MeehHa, Tot Aw 
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ff. IWP UTCR MERGER details of redundancies to be made public in sec hung 


Digital chief expects to quit new group 


By Paul Tayter <n Boston 

Robert Palmer. Digital 
Equipment chief executive, 
has indicated that he is 
unlikely to remain with the 
computer group after the 
proposed merger with Com- 
paq Computer is completed. 

Mr Palmer, who joined 
Digital in 1985, said he had 
yet to discuss his future with 
Eckhard Pfeiffer. Compaq 
chief executive. “Certainly 
after the merger is approved 
1 have said we should sit 
down to discuss the issue," 
he said. “You do not need 


two chief executive officers 
and i certainly would not 
accept a ‘make-work 1 rede.” 

There has been growing 
speculation about what Mr 
Palmer, who became chief 
executive in 1992, might do 
after the merger, which will 
create a powerful third force 
in the full-service enterprise 
computing market, alongside 
IBM and Hewlett-Packard. 

Analysts have suggested 
that Mr Palmer, an industry 
veteran and accomplished 
semiconductor engineer who 
co-founded Mostek in 1969, 
might retire after the 


merger. The deal is subject 
to shareholder, and Federal 
Trade Commission approval 
but is expected to be com- 
pleted by June. 

However, Mr Palmer 
suggested he had other 
ambitions. *T am still rela- 
tively young,” he said. 

He said it was “too early 
to speculate” about redun- 
dancies among Digital’s 
54,000 workforce and that 
detailed plans would be 
made public when the two 
companies filed their proxy 
statement with the US Secu- 
rities and Exchange Com- 


mission, expected in the next 
few weeks. 

He said there was “rela- 
tively little” overlap between 
the two companies’ products, 
although he accepted there 
would have to be a “rational- 
isation" of some operations 
- particularly the engineer- 
ing. sales and services 
operations. “Customers do 
not want three salesmen 
[one each from Compaq, 
Tandem and Digital] in the 
lobby,” he said. Other senior 
Digital executives acknowl- 
. edged that there would also 
be job losses among head 


office staff. 

“Compaq has demon- 
strated greater manufactur- 
ing efficiency and higher 
sales per employee while 
Digital is known for its 
architecture and engineering 
excellence,” Mr Palmer said. 
He has said the merged com- 
pany would be head- 
quartered in Houston, and 
that It would carry the Com- 
paq name. 

However, he expressed 
confidence that Digital’s 
core technologies would sur- 
vive and noted that Mr Pfeif- 
fer has publicly stated his 


commitment to Digital’s 
Alpha microprocessor tech- 
nology and its 64-bit Unix 
and Open VMS operating 
systems. He said he expected 
Alpha to continue to provide 
a high performance platform 
for the merged group’s cus- 
tomers. 

Mr Palmer said he 
remained “very optimistic" 
about the acquisition by 
Compaq, allhough he 
acknowledged that few 
mergers in the high-tech 
Industry succeed. “Very few 
c ombina ti ons make as much 
sense as this one," he said. 


Scios up on new 
heart drug hopes 


By Victoria Griffith in Boston 

Shares in Scios surged 
yesterday after the biotech- 
nology group released clini- 
cal results for a new acute 
congestive heart failure 
treatment and said it would 
be filing for approval with 
the Food & Drug Adminis- 
tration within 30 days. 

The company's stock was 
up 6L5 per cent to $12{| at 
noon. 

Richard Casey, chief exec- 
utive of the California-based 
company, predicted that 
global sales of the product 
would reach nearly $2bn 
annually. However, David 
Stone, a biotechnology ana- 
lyst at Co wen & Co, put the 
drug's potential at half that 
figure. “There's no question 
that Scios' product is effec- 
tive. but to really under- 
stand how much it will sell 
we need to see head-to-head 
studies that show how it 


compares to existing treat- 
ments,” said Mr Stone. 

The new treatment is the 
recombinant version of a 
naturally occurring hormone 
that is part of the body’s nor- 
mal response to a heart 
attack. The hormone, known 
as “BNP” was discovered in 
pigs in 1988 and isolated in 
humans the following year. 
BNP works by relaxing 
blood vessels, boosting fluid 
excretion and increasing 
sodium retention. Heart fail- 
ure affects 4.9m Americans a 
year. Scios’ drug is aimed at 
the lm of those patients who 
go to hospital. 

Scios said it planned to 
announce a global market- 
ing agreement with a large 
pharmaceutical company for 
the new drug within the 
next few weeks. 

Even before this week’s 
announcement, Scios* share 
price had quadrupled since 
last May. 


Columbia to absorb TriStar 


By Ificbiyo Makamoto in Tokyo 
and ABee Bawstfnrn In London 


TriStar Pictures, one of the 
best-known Hollywood 
brand names, is to disappear 
following the decision of 
Sony Pictures to fold the stu- 
dio into its larger Columbia 
Pictures subsidiary. 

John Calley, the former 
film producer and MGM 
executive who took charge 
of Sony Pictures as president 
and chief operating officer 
last year, said that pooling 
production through two stu- 
dios had led to inefficiency 
and internal rivalry. 

The future of TriStar, 
which was formed 16 years 
ago by a joint venture 
between Columbia Pictures. 
CBS Television and Home 
Box Office, has been in 
doubt ever since Sony, the 
Japanese electronics group, 
acquired it and Columbia 
Pictures in 1989. 

TriStar has had a series of 
box office successes, includ- 
ing the recent hits As Good 


As It Gets and My Best 
Friend's Wedding, but it has 
not carved out an indepen- 
dent identity from the 74- 
year-old Columbia. 

Sony executives stressed 
in Tokyo yesterday that the 
decision to fold TriStar into 
Columbia had been taken by 
Mr Calley’s team in Los 
Angeles, and did not stem 
from corporate headquarters 
in Japan. 

However, the Japanese 
parent company has taken a 
more hands-on approach 
towards Sony Pictures since 
Nobuyuki Idei's appointment 
as group president By the 
time he took the top job, 
Sony had poured huge 
amounts of capital into its 
film subsidiary and written 
down $SL2bn on its invest- 
ment 

Mr Idei. a cosmopolitan 
manager who had worked 
extensively outside Japan, 
quickly made his mark with 
the removal of Mickey Schul- 
hot who had led Sony into 
Hollywood as head of its US 



Jack Nicholson in the TYfStar 


interests. After metalling his 
own executive team at 
Sony’s US operations in 1996, 
Mr Idei indicated Tokyo 
would be taking a more 
activist approach. 

This change of strategy 
was highlighted by the 
abrupt departure earlier this 
year of Jeffrey Sagansfcy. co- 
president of the film and 


As Good As ft Gets' 


television company. He cited 
intervention from the Japa- 
nese parent company as the 
main reason for his leaving. 

Recently, Sony Pictures 
has become a star contribu- 
tor to group profits. GoctztUa, 
another TriStar picture, is 
tipped to be one of the high- 
est-grossing films of -this 
summer. 


Wall St feels the c hill 
blowing in from Asia 


By Richard Waters and 
John Labate in Haw York 

The long surge in corporate 
earnings that has underpin- 
ned Wall Street's 1990s bull 
market is far from over. 
However, after six years of 
tremendous advances, the 
rate of growth in corporate 
profits Is about to slow 
markedly - a new and poten- 
tially troubling experience 
for a stock market accus- 
tomed to doubledigit earn- 
ings gains every year. 

The quarter which ended 
yesterday will, by general 
consent, result in the weak- 
est year-on-year earnings 
gains since the mild reces- 
sion of the early 1990s. 1BES. 
which measures the fore- 
casts of Wall Street analysts, 
puts expected growth in 
earnings per share (Or com- 
panies in the Standard & 
Poor’s 500 index at l.l per 
cent; First Call projects 0.7 
per cent 

This would be the most 
ana emi c rate of growth in 
six years. And it reflects a 
marked shift in sentiment on 
Wall Street over the past two 
months. Earlier hopes that 
earnings would rise by as 
much as 10 per cent on aver- 
age have vanished, blown 
away by the strength of the 
dollar and the cold economic 
wind from Asia. “We’ve had 
a lot of very , favourable 
trends that have presided for 
a very long time,” says Dick 
Hoey. investment manager 
at Dreyfus, a mutual fund 
concern. "It’s getting to be a 
more challenging environ- 
ment." 

Two of the strongest fac- 
tors behind the earnings 
boom have been the collapse 
in US corporate tax and 
interest rates. Analysts such 
as Martin Barnes at Bank 
Credit Analyst haw pointed 
out for some time that these 
represent only a one-off 
boost to profits. 


The slow dawn la corporate profits 
Uofi labour cobb 
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1990 92 94 


Another force behind the 
high price/earnings multi- 
ples on some stocks - If not 
yet on their actual earnings 
- has been what Mr Hoey 
calls “the great profit benefit 
of globalisation”. This held 
. that corporate earnings 
could expand at a fester rate 
than US economic growth 
indefinitely, as long as new 
world markets were opening 
up to US companies. Asia’s 
collapse will be most clearly 
seen in the earnings of tech- 
nology companies. 

At home, meanwhile, the 
steady expansion in profit 
margins that has character- 
ised the 1990s could soon 
grind to a halt True, US 
companies have learnt how 
to live with fierce price com- 
petition in their domestic 
market and stm grew earn- 
ings. However, the slow 
growth of labour coats and a 
renewed jump in productiv- 
ity over the past taro years 
have helped; these' factors 
have mere than mafe up for 
the Inability to raiafe prices, 
according to analysis at Mor- 
gan ' Stanley Dean Witter. 
Now, with national unem- 
ployment at 4.6 per cent, 
there are signs that wage 
pressures are filially stirrlng- 
Adding to this more 

gloomy outlook is the wild 
card of the Year 2000 prob- 



lem. The costs of preparing 
computer systems for the 
turn of tile century will not 
he small: General Motors 
estimates it will spend S600m 
this year, as does Citicorp. 

Against these headwinds. 
US companies can list three 
thing s in their favour: a con- 
tinued effort to cut costs, 
more attention to the effi- 
cient use of their capital, 
and greater use Of financial 
engineering. 

The first two have been 
hallmarks of the 1990s. The 
most successful American 
companies have proved 
adept at constantly tumipg 
the screw on costs and rais- 
ing the performance bar by 
shedding their least profit- 
able assets. 

At the same time, take- 
overs and restructurings 
have become endemic. The 
big write-downs that accom- 
pany such actions help to 
puff up future earnings and 
boost the staled return on 
capital These may not he 
forces that will sustain 
‘ double-digit earnings gains 
for ever - and the Justice 
Department has shown signs 
of awakening to the poten- 
tially anti-competitive effects 
of consolidation. However, 
many big companies seem to 
behave there is grist to feed 
this mill for some time. 


Echlin warns of effect on 
customers of SPX merger 


By Richard Tomkins 
In New York 


Echlin, the US car parts 
maker fighth^j an unwanted 
S3bn bid from SPX, strongly 
defended its independence 
yesterday, warning that a 
merger with SPX would be 
“extremely destructive” to 
customer relations. 

It said its outlook was 
bright as an independent 
company, and profits were 
running ahead of expecta- 
tions. Earnings per share 
should reach $2.40-52^0 in 
the financial year ending 
August 31, compared with 
analysts’ forecasts of 

The growth was expected 
to continue as the company’s 
repositioning programme 
moved into its second phase. 
Echlin said. Earnings per 
share were expected to be 
63.654&80 in the next finan- 
cial year, and $4.40-$A55 in 
the year after that 

Last week Echlin lost a 
legal battle to delay share- 
holder consideration of 
SPX*s approach. It had 
hoped to delay a meeting 


until December to allow 
more time for its financial 
tumround to show through, 
but now faces a vote by 
June 25. 

Yesterday, Larry 
McCurdy, chairman and 
chief executive, told a meet- 
ing of analysts and investors 
in New York that Echlin 
would continue to evaluate 
SPX’s proposal, even though 
there was no formal offer on 
the table. 

Nevertheless, Mr McCurdy 
said, the Echlin board was 
“extremely concerned about 
the lack of a business logic” 
of an Echlin-SPX combina- 
tion, and about the effects it 
would have on shareholders, 
customers, employees, sup- 
pliers and others. 

“It appears that there are 
very few synergies between 
Echlin's operations and 
SPX’s, and that the resultant 
cost savings of a combina- 
tion would be considerably 
less than those SPX cur- 
rently estimates," Mr 
McCurdy said. 

"Moreover, SPX does not 
appear to understand Ech- 
lin's business, and a combi- 


nation of our two companies, 
along the lines SPX spelled 
out in its new distribution 
concept, would be extremely 
destructive to our long-term 
relationship with custom- 
ers." 

Mr McCurdy said “solid 
historical precedent" demon- 
strated that a sizeable loss of 
business occurred “when an 
industry player naively 
attempts to reinvent the 
established rhanneic of dis- 
tribution”. 


GMM taps 
bond markets 


By Henry Tricks in Mexico CBy 


Grupo Minero Mexico. 
Mexico’s biggest minin g 
company, yesterday com- 
pleted the largest Latin 
American private-sector 
bond offering since the 
Asian crisis, despite a slump 
in world copper prices. 

ING Barings, sole lead- 
manager for the transaction, 
said GMM issued $500m 
guaranteed senior notes, 
$375m with a 10-year 
maturity and $l25m at 
30 years. 

The 30-year tranche was 
unprecedented for a Mexican 
private-sector issuer, said 
Leonel Narea, ING Baring's 
bead of debt capital markets 
in Latin America. He said 
$428m of the debt would be 
used by Grupo Mexico, 
GMM*s parent company, to 
pay for the purchase of a pri- 
vatised Mexican railway. 

The Padfico-Norte railway 
has been hit by a labour dis- 
pute since the Grupo Mexico 
concession opened in Febru- 
ary. Grupo Mexico’s partner 
in the railway. Union Pacific 
of the US, has also been 
plagued by delivery prob- 
lems across the US-Meadcan 
border. 

The bond offering comes 


at a time of soft world cop- 
per prices that have halted 
several investment projects 
in min es in Latin America. 
Copper and zinc accounted 
for some 80 per cent of 
GMM's $13bn sales in 1997. 

Industry analysts said the 
bond's snccess could indi- 
cate that pessimism about 
Latin American mining had 
peaked after the price col- 
lapse, especially for compa- 
nies such as GMM, which 
have low costs. 

The bond was rated above 
Mexico’s sovereign ceiling 
by Moody's Investors Ser- 
vice, the US rating agency, 
partly because of GMM’s 
financial strength and also 
because of guarantees that 
cushion foreign exchange 
risk, such as the payment of 
dollar export receivables 
into an offshore account that 
will be made available in the 
event of currency restric- 
tions. 

Moody’s said GMM was 
partly sheltered from the 
drop in copper demand in 
the wake of the Asian crisis 
because of Its strong cash 
position and improving 
grades of copper deposits. 
Also only 3 per cent of its 
sales are to Asia. 


NEWS DIGEST 


ENTERTAINMENT 

Universal may open 
European theme park 

Universal Studios, the US film and television group owned by 
Seagram, the Canadian drinks company, is considering opening a 
theme park in Europe In the next phase of its international expan- 
sion, it disclosed yesterday. Edgar Bronfman, chief executive of 
Seagram, said the company was looking at a number of oppor- 
tunities'’ in Europe, it is already planning to open a Universal Stu- 
dios theme perk in Osaka. Japan, in three years' time. 

Mr Bronfman to id a Vartety/Schroders Big Picture entertain- 
ment conference In New York that Seagram regarded expansion 
of theme parks as an important part of its effort to create a stron- 
ger brand from Universal. He said Universal's theme park brand 
was Intended to be “a little edgier, a bit more thrilling and more 
exhilarating” than that of Oisney. 

He declined to comment on the opportunities it was examining. 
John Gapper, New York 

INVESTMENT BANIQNG^ 

Rosenfeld quits Lazard Freres 

Gerard Rosenfeld, head of investment banking at Lazard Frhres. 
the Wall Street Inves tm e nt bank, has left the firm to run a new 
private equity fund at NationsBank Montgomery Securities. 

He wID be a senior managing director of the firm. His departure 
follows the resignation 10 days ago of Kendrick Wilson, who 
headed Lazard’s financial Institutions group. 

Mr Wilson left to become a partner at Goldman Sachs. 

Tracy Corrigan, New York 


Losses at CME 
widen to $85.1n 


By Kevin Done, 

East Europe Correspondent 
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Net losses at Central 
European Media Enterprises, 
the US pioneer of private 
commercial television in 
central and east Europe, 
almost tripled in 1997, from 
$30m a year earlier to 
S85JLm. 

The company, which has 
operations in seven coun- 
tries, made operating losses 
of $tfL6tn against a pro fit of 
SlOm last time. 

CME was hit by the heavy 
cost of launching new TV 
stations last autumn in 
Poland and in Hungary as 
well as by hffiw expenses 
for more locally produced 
programming in most of its 
markets. 

There was also a charge of 
S27.4m against its abortive 
foray into the German 
regional TV market 

CME disclosed it had with- 
drawn altogether from the 
German TV market at the 
end of last year. It has trans- 
ferred its equity interest in 
stations in Nuremberg. Leip- 
zig and Dresden for a nomi- 
nal amount to Dietmar 
Straube, formerly the 
group’s managing director in 
the country. 

The CME board, led by 
Ronald Lander, one of the 
heirs to the Estie Lander 
cosmetics fortune and the 
majority CMS shareholder, 
has been reshuffled. 


At the end of last week 
CME replaced Leonard Fer- 
tig, chief executive, with 
Michel Delloye, formerly 
head of CLT. the interna- 
tional media group, in an 
attempt to improve the prof- 
itability of the group's exist- 
ing operations and slow its 
hectic expansion in new 
markets. 

The CME share price on 
the Nasdaq stock market 
rose sharply from $22.25 to 
¥29 in the week before the 
management changes and 
results .we announced. 

Last year the group 
increased consolidated net 
turnover by 24 per cent to 
Sl55.4m, helped by the 
expansion of its operations 
in Romania and Slovenia. 

Combined net turnover of 
CME’s related TV 
operations, including those 
in which it has minority vot- 
ing interests, rose 43 per 
cent to S205 xxl 

CME said that in the 
fourth quarter last year all 
five stations launched 
between 1994 and 1996 in the 
Czech Republic. Romania, 
Slovenia, Slovakia and 
Ukraine achieved positive 
earnings before interest, tax, 
depreciation and amortisa- 
tion, and bad a positive 
broadcast cash flow. 

In Poland and Hungary, 
tvn and TV3 had negative 
broadcast cash flows of 
S28.6m and $9Jm respec- 
tively. 


I OHNMIC 

JOHNNIES INDUSTRIAL. CORPORATION LIMITED 
(Incorporated in (be Republic of South Africa - Reg. No. 01 / 00429/06) 


HIGHLIGHTS FROM THE INTERIM RESULTS 
FOR THE SIX MONTHS ENDED 31 DECEMBER 1997 



6 months 

6 months 

12 months 


»mm 

ended 

ended 


S1.1U7 

31.12.96 

30.06.97 


Unaudited 

Unaudited 

Audited 


Rm 

Rm 

Rm 

Net income before taxation and 
exceptional items 

89.4 

69.0 

181.5 

Net income before taxation 

89.4 

284.3 

- 396.1 

Net income after taxation 

80.8 

271.0 

392.1 

Share of retained income 
of associated companies 

10.3 

127.5 

374.4 

Headline earnings 

175.0 

173.3 

498.1 

Attributable earnings 

89.3 

397.3 

766.7 

F-amings per share (cents) 

- Headline earnings 

113 

114 

325 

-Attributable earnings 

58 

261 

500 


Comment on results 

Headline earnings at R175.0 million increased by 1.0% compared to the same period in the previous 
year. Headline earnings from associates. The Premier Group Limited and The South African 
Breweries Limited, increased by 30.1% and 15.9%, respectively, but the Property division reported 
lower earnings and continuing losses were incurred by associate Gallagher Estate Holdings Limited. 

Prospects 

Subdued consumer spending for the remainder of the financial year will continue i o put pressure 
on headline earnings. The benefits from the restructuring activities undertaken by various Group 
associated companies should see an improvement in earnings in the next financial year. 

C-tw t jft T iary wirtfmnfpnlHil 

Shareholders are advised that the Company has entered into discussions, which, if successfully 
concluded, may have an effect on the price of the Company's shares. Accordingly, shareholders are 
advised to exercise caution when dealing m their shares until a further announcement is made. 


Interim dividend No. 144 of 21 cents per share has been declared payable to shareholders 
registered on T7 April 1998. Date of payment will be ou or about 30 April 1998. (Currency 
conversion date 28 April 1998.) 

30March 1998 
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Eridania Beghin-Say 


Significant rise of overall group results 

The Board of Dfcectore of Eridania B6ghln-Say mat on March 30th 1998 under the Chairmanship of Mr Stefano Melon i. 
Consolidated accounts for the fuD year ended 31st December 1 997 were reviewed and approved. 

The key consolidated figures are as follows : 

to Frmpcfi frana udM f an * 1995 1996 1997 A 97/96 

Net sates 50,806 54,978 63,650 +15-8% 

Operating Income 4,001 3,752 3*978 +6.0% 

Pre tax income from continuing operations 2,973 2,757 2*839 +3-0% 

Net Income - Group share 1,526 1,660 1,904 +14.7% 

Total shareholders' equity 19,024 20,019 20,980 

Net financial Indebtedness 13,010 14,087 15/196 


£ The principal changes In the scope of consolidation 
were brought about by acquisitions In the Crushing and 
Refining division (Austria and Poland) and In the Animal 
Nutrition division (Spain, South Africa and Brazil). They were 
also the consequence of the fuN year consolidation In 1997 
of the former Compagnfe Frangaise de Sucrerie and of 
Moyrssa (Crushing and Refining in Spain) as wefl as of the 
disposal of Socles (synthetic alcohol in France) as of June 
30th 1997. 

E The 15.8% increase In sates was largely attributable to 
strong interred growth of the French Sugar, Crushing and 
Refining, Animal Nutrition and Consumer Products 
busteesses, to changes in the scope of consolidation and, 
to a lesser extent, foreign currency (US and Canadian 
dollar, pound sterling and Italian lira) translation impact. 
Sales growth on the basis of unchanged scope of 
consolidation and exchange rates was 6.5%. 

35 The net impact of foreign currency translation on 
operating income having been Insignificant, the 8% 
increase was attributable to both the changes in the scope 
of consolidation and to the good performance of most 
businesses: French sugar, European Starch and 
Derivatives, European Crushing and Refining, Animal 
Nutrition and Consumer Products. These Improvements 
more than made up for the lower results of the Italian sugar 
and North American isdgtucose businesses. 

E The Group's share of net income rose 14.7% to 1 ,904 
million French francs. In addition to the improved operating 
income, factors contributing to thb increase included the 
non-recurring capital gains and the Impact of continued 
rationalisation efforts on the group’s tax rate. 

SB Net fi n ancial indebtedness rose from 14.087 million 
francs at December 31 st 1 996 to 1 5,496 million at 
December 31st 1997 as a consequence of the combination 
of foreign exchange translation, increased working capital 
needs (linked to higher levels of inventory) and net 
additions to the scope of consolidation. 

« The ratio of net financial debt to equity was 0.74 at year 
end 1997 versus 0.70 one year earlier. 


The Board also reviewed the accounts o! the parent company, 
Eridanfea BdghBi-Say SA, showing net Income of 1,516 mSTon 
Ftench francs versus 999 miSon Bench francs in 1996u 


The Board will propose to the AGM that a dividend of 
909.4 million French francs be paid, up 6.1 % from the 
previous year. The dividend per share and per Investment 
certificate would thus be 35 French francs (versus 33 for 
the previous yoai) before tax credit 


The Board decided to submit resolutions on the two 
points detailed hereafter, at an “ Assemble G6n6rale 
Extraordinal re" to be held immediately prior to the 
“Assemble G6n6rale Ordinaire" set for May 14th 1998. 

I Eridanla Bdghin-Say stock option plan: 

The 3-year plan provides that the group's senior managers 
wffl be granted options to purchase up to a total of 200,000 
Eridania Bfegh In-Say shares. The price at which these 
options could be exercised will not be at a discount to the 
stock market price prevailing at the time the options are 
granted. 

• Merger erf European Sugars France into Eridania B8gMrvSay: 
European Sugars France (100% owned by Montedison) 
has as its only asset shares representing 50.2% of the total 
shares issued by Eridania Beghin-Say- It has no debt, or 
any other Habffities. 

After the merger, the objective of which is to simplify 
the ownership structure of Eridania B6ghir»-Say, this share- 
holding will be directly held by Montedison. Total share- 
holding of Eridania B&ghln-Say held by the Montedison 
group wfll therefore remain unchanged at 50.43%. 


COMMENT; 

Chiroscience 


By Daniel Green 

Chiroscience, the US 
biotechnology company, yes- 
terday announced that 
Zeneca, the pharmaceuticals 
company, would market its 
anaesthetic Chirocaine, 
prompting a 23 per cent 
jump to its share price. 

Both companies said the 
deal should bring in £200m 
In revenues for Chiroscience. 
but John Padfleld, Chirosci- 
ence’s chief executive, said 
this figure was deliberately 
conservative 

As part of the deal Zeneca, 
the UK’s third largest phar- 
maceuticals company, will 
pay £L5m for 3.17 per cent of 
the company in newly issued 
shares. That investment val- 
ues the shares at 425p each, 
against yesterday's closing 
price of 323fyp. 

The deal has been long 
expected by analysts, and 
the share price rise confirms 
Chiroscience’s position as 
one of the UK’s top three 
biotechnology companies Toy 
market value behind British 
Biotech and Shire Pharma- 
ceuticals. Chiroscience 
floated in 1992 at 150p. 

The drug is likely to be 
launched in its first Euro- 
pean marke ts this year. Chi- 
rosdence plans to submit it 
for US regulatory approval 
this month [Aprfll with the 
launch there likely next 
year. 

The deal is the latest in a 
series by Chiroscience. Last 
month it signed a collabora- 


tion agreement with US com- 
pany Bristol-Myers Squibb, 
and last year agreed a simi- 
lar contract with US drugs 
r-nmppy i y Schering-Plough. 

Chirocaine is a long acting 
local anaesthetic that Is a 
purified version of an old 
drug bupivacaine (said 
under fhe trade *i nfw < Mar- 

caine). 

Bupivacaine is a mixture 
of two molecules that are 
chemically identical but 
physically are mirror images 
of each other. Doses of bupi- 
vacaine are limited by side- 
effects that are associated 
with one of the mirror 
images and have been linke d 
with 90 deaths since the 
drug was launched in the 
1970s. 

Chirocaine is the other 
mirror image, so Zeneca and 
Chiroscience believe it will 
both replace bupivacaine 
and allow new uses that 
have so far been prevented 
through fear of side-effects. 

Bupivacalne’s patents 
have expired, but those pro- 
tecting nhfmwn'no last until 
2014. 

Chiroscience spent only 
£2Sm developing the drug, 
about one tenth the figure 
for most new medicines, 
hugely because the drug is a 
purer version of bupiva- 
fainp- it is likely to be used 
mostly In surgery and in 
pain relief during childbirth. 

Zeneca is a logical partner 
for Chiroscience in that it is 
already marketing anaes- 
thetics. 


C&iroscience's licensing deal 

for its anaesthetic relieves 

some of the pain biotech ' . 

shareholders have felt over 
tbs past year. But it » a mea- w ■■■■ — ■■ i\ 
sure of investor scepticism ■ ... 

that biotech shares fall 3* — — - l 

together but rise atone. Yes- • * ft t 

ter day’s agreement with an A i \jL~ - ••• 

Zeneca, should. . however, v| W rr : 

make Chiroscience less vul- lM Fl . |r ■: 

nerable to the next attack of " J V lr- 

market nerves. Endorsement . / ■ 

from a pharmaceutical t- — a l ■■ . S 

heavyweight provides inde- SM* 

pendent validation of the - -- w ■ ) ■ , ! j jj 

company’s research. This is im. fit /:j|y|a:: 
invaluable in a sector that »am mmmmet 
measures progress by medi- r - 

cal trials rather than profits. Using Zeneca’s marketing 
muscle to sell Chiroscience “b anaesthetic also makes perfect 
sense. Not only does Zeneca have more people -but It can 
package the anaesthetic with other drags when making a 
pitch to cash-strapped hospitals. The pressure will be on 
others in the sector, such as British Biotech, to step up 
H iring activity. True, this is not a panacea for all drug 
development. But with investor confidence stffl shaky, a ~ 
tie-up with a reputable pharmaceutical company eases pres- 
sures on cash How without having to tap shareholders. 
Moreover, if yesterday’s deal is any indication, the biotech 
companies are extracting improved royalty terms than the 
drugs giants. These need strong drug pipelines and biotech 
companies have the innovative culture to deliver th«m. 

Computacenter 

Pur those nervous of outsourcing, here cornea its less threat- 
ening cousin: "out-tasking”. Computacenter. the information 
technology services group planning a May flotation, distrib- 
utes new computer kit to com p ani e s and then helps them 
use it. It may not sound as glamorous as consultancy, but it 
still offers considerable opportunities for growth. 

Any concerns are to do with the shape of the market as it 
affects Computacenter’s suppliers and customers. One risk 
is that the IT manufacturers decide to bypass middlemen 
like Computacenter and sell direct to the customer. Fortu- 
nately for Computacenter, there are no signs of this happen- 
ing yet Another concern Is that a number of its biggest 
customers, such as banks, are consolidating. In the abort 
term, this is a boost as mergers produce IT conlUsion. 
Longer term, though, fewer traders means fewer computer 
screens, and less need for Computacenter. 
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Bluebird clause causes bid row 


Regarding the current period, the good prospects set out 
earlier this year have been confirmed: the quafity of the 
1997/98 agricultural crops, the good performance of the 
group’s main activities, the gradual improvement of the 
competitive situation in the American isoglucose market 
the continued development In Central and Eastern Europe 
and the reduction in financial indebtedness are all (actors 
which enable us to feel confident that 1998 will bring yet 
further progress In the Group's results. 

mooTEOison 

GROUP 


Lehman Brothers 

is pleased to announce the following 

advancements to Managing Director: 

Simon K. Adamyan 

Marco C. Figus 

Philip Lynch 

Atul C. Bajpai 

Lee C. Gatewood 

Andrew J. Morton 

Laurence M. Band 

Michael P. Guarnieri 

Deepak M. Narula 

Steven D. Berkley 

Timothy N. Hartxell 

Michael J. Odrich 

Rob A. Bloe inker 

Christopher R. Heminway 

Nicolas Ponrcelet 

Thomas P. Bolland 

Perry C. Hoffineister 

Catherine D. Rice 

Robert B. Burke 

Nicholas P. Howard 

Ernest H. Ruehl Jr. 

Joseph F. Campbell Jr. 

Todd C.Jom 

Sanjiv Sobri 

Charles A. Cortese 

Tarun Jotwani 

Alan A Sparks 

Michael De Mollerat dujeu 

Michael J. Konigsberg 

Mark J. Stevenson 

Kerim R. Derhalli 

John M. Kreitler 

Francois R. Teissonniere 

Martin W. Dolan. 

Antoinette E. La Belle 

Kenneth L. TeUjohann 

Jeffrey 5. Dorman 

Brian L I.ibman 

PhuaK. Young 

Andrew A. Ellner 

Kurt A. Locher 

April 1995 

Lehman Brothers 

|j OimUtMlmbrata. M K<t» Kmncd Uea+orSEFC. 



FIDELITY SPECIAL GROWTH FUND 

Sociftg tTInvcstwEnTmt 4 Capatal Variable 

KMwank Horam.Phw {If FEteD* 

BJP. 2174, L-1G21 Luxembourg 
R£. Lroamborog B 20095 

DIVIDEND NOTICE 

At the Annua) General Meeting ofShatbridoah^ on Mach 26. 

1998. it has been dcddcxl to pay a divkfcad of US$0.05 per Share 

on or after April 6 , 1998 to dmdxddas of recced oa March 27, 



By Andrew Edgecfilfo-Jotausoa 
and David Bbckwefl 

Guinness Peat Group has 
protested to the Takeover 
Panel and Stock Exchange 
about the decision by Mattel 
to change a key contract 
with Bluebird Toys. 

The investment group and 
the world's largest toy 
maker have made competing 
bids for Bluebird, the com- 
pany behind Polly Pocket 

Blake Nixon, an executive 
director of Guinness Peat, 


said: “We are pushing for 
the dissemination of Infor- 
mation. You cannot draw 
conclusions when you only 
have half the facts.” 

The takeover panel said 
last night it was ‘'completely 
comfortable” that Bluebird’s 
board had not breached rule 
21 of the takeover code by 
collaborating with Mattel in 
any ‘‘frustrating actum”. 

A clause in Bluebird’s 
eight-year-old distribution 
contract with Mattel allows 
the US group to take control 


of the manufacture of Polly 
Pocket toys and to restrict 
Bluebird's margins in other 
markets. 

One analyst described the 
revelation of the clause on 
Monday as “pretty scandal- 
ous. It is a very materia] 
contract in terms of Blue- 
bird’s worth and sharehold- 
ers had no idea it was in 
place”. 

A large shareholder cam- . 
plained that there was not a 
single mention of the clause 
in Bluebird’s defence docu- 


ment. “This is a disgrace “ 

However another observer, 
while admitting a significant 
impact on Bluebird's profits, 
described the contract as “In 
the normal course of trad- 
ing”. He added that Mattel 
had driven a hard bargain, 
hence Bluebird’s grudging 
recommendation of its £46m 
($77m) offer. . 

The Takeover Panel's ulti- 
mate sanction would be to 
nullify the Mattel bid. That 
would leave shareholders 
lOp per share worse off 


Metromail accepts GUS bid 


By Peggy HoDinger 

Great Universal Stores 
yesterday appeared to have 
won the battle for Metro- 
mail, the Illinois database 
marketing company which 
was the subject of rival bids 
from the UK' mail order 
house and American Busi- 
ness Information Of O maha _ 
Metromail’s board said it 
was recommending GUS's 


RESULTS 


bid of $34.50 a share, valuing 
it at $9iom including debt 
ABI had failed to meet the 
Monday noon deadline to 
supply all documentation 
and finalis ed financing com- 
mitments for its bid of $37.48 
a share, comprising $35 in 
cash and 0.2 shares of ABI 
class A common stock. 

The recommendation 
cleared the way far GUS to 
complete the deal last night. 


on the final day of its 1098 
finan c i a l year. Had the deal 
been delayed until today, it 
would have been forced to 
write off the substantial 
goodwill on acquisition 
through the profit and loss 
account GUS will now call 
on agreements with Metro- 
mall's largest shareholder, 
rr Donnelly, and manage- 
ment which entitle it to buy 
51 per cent of the company. 


ABI refused to surrender 
and said it was appealing 
against a court derision last 
week to reject its request for 
an injunction to block the 
GUS deal. The two compa- 
nies bad originally agreed a 
takeover deal at $31.50 a 
share which ABI alleged was 
against the interests of 
Metromail’s shareholders by 
acting as an obstacle to a 
fair auction process. 
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Lucas V arity has £lbn for acquisitions 


By Andrew EdgocWfe-Johnson 

LucasVarity has up to £ibn 
($l.GTbu) to spend on acquisi- 
tions, Victor Rice, its chief 
executive, said yesterday. If 
it had not decided what to 
spend it on. within six 
months, he added, the car 
components and aerospace 
group would consider hand- 
uig more cash back to share- 
holders. 

Competition Issues ruled 


out a bi d for the brakes divi- 
sion of ITT, analysts said, 
but LucasVarlty could be 
attracted to Arvin of the US, 
which makes struts for car 
ride control systems. 

The group reported pre-tax 
profits for the year to Janu- 
ary 31 of £3l6m, up from 
£27.8m the previous year, 
when the figures were bit by 
exceptional charges relating 
to the September 1996 
merger of Lucas Industries 


and Varity Corporation. 
Before exceptional items,, 
profits were 1? per cent 
higher at s&Sm. 

The company beat its tar- 
gets for merger-related cost 
savings, with £43m of cost 
cuts and £74m of working 
capital reductions. Mr Rice 
predicted another £50m of 
cost and working capital 
savings this year. 

Mark Little, an analyst 
with NatWest Markets, 


pointed out' that braking 
margins had held up well 
under pricing pressures. 

The group also announced 
its biggest brakes contract 
since the merger yesterday. 
It will supply advanced con- 
trol systems for some of Gen- 
eral Motors’ passenger cars, 
including anti-lock braking 
.traction control and vehicle ' 
stability control systems. 

Mr Rice described the con- 
tract as “the perfect exam- 


ple” of why the merger was 
done, saying that the two 
companies could not have 
provided such integrated 
systems alone. 

The contract follows 
£650m worth of contract 
wins In diesel systems and a 
£2bn risk and revenue shar- 
ing agreement with 
Rolls-Royce for engine con- 
trol systems. 

Locking towards the com- 
ing year. Mr Rice said the 


growth in light truck sales 
in North America should 
support growth in braking 
systems, and French auto- 
motive markets were picking 
up. Aerospace markets 
remained robust, but after- 
market sales were seeing 
mixed conditions. 

The shares put on 3'Ap to 
241 %p. Merrill Lynch expects 
pre-tax profits of £866m this 
year, putting the shares on 
14 times earnings. 


Computacenter 
to be valued at 
up to £ 900 m 


By Susanna Voyle 


Specialist Computer sells Byte 
chain to Dixons for $11. 7m 


Monument plans cash call 
two years after buy-back 


By Alan Cane 
and Peggy Hofflnger 

Specialist Computer 
Holdings, the computer sup- 
plier, is pulling out of the 
fiercely competitive personal 
computer retail market with 
the sale of its loss-making 
Byte chain to Dixons, the 
UK’s largest electricals 
group, for about £7m 
(311.7m). 

The disposal, expected to 
be announced today, marks 
the first high-profile retail 
casualty in a market that 
has seen a number of profit 
warnings from PC manufac- 
turers and suppliers in 


recent months. Dixons was 
also forced to make a profits 
warning in January, partly 
due to a sharp slowdown in 
sales at its out-of-town PC 
World subsidiary. 

However, the group has 
consistently said it believes 
there is substantial opportu- 
nity for growth in the UK 
About 19 per cent of British 
households have a PC, com- 
pared with more than 40 per 
cent in the US. Dixons 
claims 12 per cent of the 
£5bn UK market 

The two companies were 
last night, finalising the H uai 
which will give Dixons 16 
stores of between 5,000 and 


Fleming adopts 
buy-back stance 


By Jean Eagtesham 


Fleming Investment Trust 
Management has become the 
first big fund manager to 
recommend that all the 
boards of the trusts it runs 
agree to buy back their 
shares where appropriate. 

Fleming, which manages 
19 trusts with £4.7bn (S7.8bn) 
of assets, also told a meeting 
of 80 non-executive directors 
of its trusts that they should 
consider doing more to 
attract private investors. 

The measures represent 
the most radical steps yet 
taken by a trust manager to 
try and reduce the discount 
between share prices and the 
value of the underlying 
assets. 


While a number of individ- 
ual trusts have bought back 
shares on wide discounts in 
recent months, this is the 
first time a group has 
adopted a wholesale buy- 
back approach. 

“You might expect man , 
agement groups to avoid 
buy-backs at ail costs since 
it reduces their assets [under 
management] and therefore 
their fees.” said Daniel 
Godfrey, Flemings market- 
ing director. “Our philoso- 
phy is that we may heed to 
reduce fees in the short-term 
to have a healthy business 
in the long-term”. 

Fleming has also decided , 
to target private investors, j 
in even preference' to institu- 
tions. 


TEXTRON INC., 

Providence, RX 02903 USA 

has acquired through iu German subsidiary 

TEXTRON VERBINDUNGSTKCHN1DK GMBH A CO. 
OHG . 

D56Q67 Nenwied 

all ebiueeaf 

sOko-sxm SICHERHEITSMUTTBftN- 
VERBINDUNGSELEMENra GMBH A CO. KG 
D7457B Schmbmg 

We initialed the transaction and acted aa advisor U> the Buyer 

ADXJTZ AG BeteUigungsbexatoiig 

Bleicherweg 33, CH 8002 Zurich 
Tel. 41-1-281 A118 Fax. 41-1-281 1120 

April 1. 1998 




To die Holders of 

Wells Fargo & Company 
Rate Subordinated 




(die “.Notes ) 

NOTICE JS I IEREBY OVEN that aD nf the o al &u n d ui g Notcs will 
hr paid in cash at maturiiy no IdJv 7, 19*J8 (the “Redtmptim Date ) 
nut uf DrWfcalrd Proceeds, as such Ism is defined in the laden rare 



nun min nf I’JLSBM ntiflinu will W paid to redeem the No^s tn Tull. 
\ ton iHvseniBtinu of anv such Note on or after the -Redemption Date, 
ili- hidiirr thereof shall rerrive in cash die principal rnmnl thereof. 
IntiTPM on (hr Note* accrued to die RrdempMn Date will he paid to 
Imlilrrs uf Nous in branr form upon pxtwmaiwii and wmmderofihe 
rrlatrd interest coupons and to ihne persons in whose names 1 Notes 
on- rr«*t«vd at Uk dwe of husuw* Immediately ptmr to the filierntb 

ilnv umi iirccftiiug die Redrtnpiinn Date. Interest on the Nous will 

i-riptc tu Menramr ihc Redemption Date. The Notes are bong 
reihmtieil pursuant 10 the provimu of the Indenture dated as of 
\uttusi 1. l^So between ftcflu Fargo & Company and Morgan 
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16,000 sq ft to add to its SO 
PC World outlets, which 
average about 22,000 sq ft It 
was nuclear whether it will 
take over Byte’s 45 conces- 
sions in Office World outlets. 

Analysts said the acquisi- 
tion could signal a shift in 
Dixons' strategy for PC 
World, which lias been ham- 
pered in part by the rising 
rents at out of town sites. 
“They will probably do this 
to see if PC World works in 
smaller stores and then you 
will see a downsizing out of 
town,” said one. “There is a 
lot of evidence to suggest the 
PC World sites have got too 
big.” 


By Virginia Marsh 

Monument Oil & Gas, the 
UK independent, surprised 
the market yesterday with 
plans to make a rights issue, 
just two years after return- 
ing capital to shareholders. 

Its shares lost 5p. 7.5 per 
cent, to close at BIKp, down 
from 9l%p a year ago. 

The company, which 
recently agreed an oil barter 
deal with Iran, also said it 
was opening an office in 
Tehran and was actively 
seeking joint venture oppor- 
tunities there. 

In a move described by 
analysts as lmumiaT. the 


company said it was plan- 
ning a rights issue to raise 
about £l00m ($l68m), giving 
relatively few other details. 
It is more normal for compa- 
nies to. announce rights 
issues once they have been 
underwritten and when they 
are able to reveal their 
investment plans. 

The move led to specula- 
tion that the company, 
whose chief executive is Tim 
Eggar, might be planning a 
large acquisition or be close 
to winning new acreage in 
the Caspian Sea region. 

The group appeared confi- 
dent it would win its first 
acreage in Azerbaijan and 


also succeed in extending its 
interests in Turkmenistan, 
along with its partner Mobil. 

“The situation in Azerbai- 
jan is very competitive but 
we wouldn’t be talking about 
it if we weren’t optimistic,” 
said Mr Eggar. 

The company also 
reported a 28 per cent 
increase in reserves to 
I3&2m barrels of oil equiva- 
lent last year with virtually 
all of the increase coming 
from Turkmenistan. 

Production rose to 8.1m 
(52m) boe, averaging 22^00 
boe a day. This helped lift 
net profit tn £19 .6m (£12_4m) 
on sales of £89m (£S3L6m). 


Computacenter, the UK's 
largest private IT group, yes- 
terday said its flotation in 
May would value it at 
between £S50m and £900m 
($1.5hn). 

The float - the biggest in 
the UK IT sector - will 
involve about 25 per cent of 
the group’s ordinary shares. 
Computacenter supplies per- 
sonal computers and 
systems integration services 
to businesses and govern- 
ment It lists 51 of the FTSE- 
100 index companies as cli- 
ents. 

The company’s 3,300 
employees stand to make an 
average windfall gain of £600 
when gsm of free shares are 
distributed among them. 

Philip Hulme, chairman, 
said the flotation would give 
liquidity to institutions and 
employees who already hold 
shares. He stressed that the 
existing management would 
retain a significant equity 
stake. 

The shares will be mar- 
keted to institutional inves- 
tors in the UK and interna- 
tionally. Goldman Sachs is 


co-ordinating the float - 
which will not include 
a retail offer. 

The company's existing 
investors include about 750 
employees, who own about 
18 per cent Apax Partners, 
the venture capital group, 
owns 22 per cent while For- 
eign & Colonial holds 7 per 
cent. The balance of about 53 
per cent is held equally by 
Mr Hulme and Peter Ogden, 
a non-executive director, 
who together founded the 
company in 1981. A path- 
finder prospectus will be 
issued at the end of this 
month or beginning of May, 
followed by a roadshow. 

Turnover in 1997 was 
£i.i3bn against a pro forma 
£882.5m. Pre-tax profits rose 
38 per cent to £47.1m. . 

Analysts said a valuation 
up to £900m seemed fair - 
and predicted that the 
shares would take off on flo- 
tation. “There is a scarcity 
premium for quality IT 
stocks in the UK.” said one. 

Industry analyst Richard 
Holway said: “1 reckon that 
within seconds of the float 
the company will be valued 
at over £Tbn." 
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Leadership in Advisory 
in Latin America 



Bungs International Limited has acquired a 
comrofing Interest In Ceval Afcnertos S A. 
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Aguas Tratadas de 
Madero, S-A. de C.V. 

Construction and Long-Term Project Financing 
ol a 154 fcs Industrial W&siewaffir Treatment 
Plant tor the Frandsco I. Madero Perns* 
Refinactan Refinery in Ciudad Madera, 
Tanwtfpas, Mexico. 


Qnitio&wwHHfc lafrumumo Sa on c.V. 

PaMOM Rasowai Corpaarfon 

(cn^favponKd 


Chase Securities Inc. 


CMS Ensenada SA. 

U.S.$75, 000,000 

Construction and Term Financing provided by fie 
Overseas Private investment COfpomtionfara 128 
MW/200 ton seam per how copaneratiarr fecBty at 
YPFa La Plata Refinery In Buanos Ainas Pnwtas. 
Argmina. 



Chase Securities Inc. 


Chase Securities ina acted as Financial Advisor to 
CMS Generation In the dew tay ment. structuring and 
financing o llhig project in La Plata. Aiqeninn 

secnmBBy cauy nwireiSj^.asaBMrcogtMny 


Chase Securities Inc. 


SacEa Concorcfia SA 
Industria e Comercio 

Sadte Coocanfe SA hdustria e Comerrib taesoki 
Is non-kflegzaui Soybean Operations 10 
Archer DnieisMidbnd of Brazil beta. 


U.S4H 65,000,000 


Chase Securities Inc. 




Transportacion Maritima 
Mexicans 

JoW venture with Kansas City Southern 
Industries in their acquistiion o l Mexico's 
Northeast Rairoad 

U.S.S1 ,400,000,000 


KMiU jenl M nlh ICS hr ■* Use* MM taentf 

Chase Securities Inc. 


CQ 


Petroqulm S.A. 


Project Financing lor tha construction of a 
100,000 ion pa Polypropylene Project hi ChBa 


U.S.$1 10,000,000 

Project Debt FacSties 


He Mused mm xt fta pa fi s — 
Chase Securities Ina 


At Chase we are committed to providing clients with superior advice and execution. 

CHASE. The right relationship is everything." 


01998 The Chase Mantvnsa Ccxptmfen- The Chase entities named above are neuamia subsaSaries ol Tha Chase Manhattan Corporation. Chase Sacuriies Inc. - Member NASWSIPC. Issued and approved by Chase Manhattan 
Wenafional limited - Hegola»d by the 7 he products and services fealurad above are not avaiaoie to private customer in tha U.K. The trwastvale transaction vaiue lepresants the total acquisition ol the consortium. 
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Investors await news on US rates 


GOVERNMENT BONDS 

By Vincent Boland In London 
and Joim Labate in New York 

Prices ended mixed 
yesterday as investors 
awaited the outcome of a 
meeting of the Federal Open 
Market Committee, which 
seta US Interest rate policy. 
Although no rate rise was 
expected, there was an air of 
caution, about whether the 
Fed would shift its bias 
towards higher rates. 

European markets were 
also interest rate-sensitive 
after Luis Angel Rojo, gover- 
nor of the Bank of Spain, 
se emed to signal that further 
cuts in rates would come at 
a slower pace than expected 
because the country's eco- 
nomic growth was so strong. 

Mr Rojo did not rule out 
further cuts, and the Span- 
ish central bank is still 
expected to ease its money 


market rates in the nest few 
weeks because of continued 
good infla tion figures and 
European monetary union 
factors. Analysts said, how- 
ever, that the prospect of no 
rate cut in Spain this week 
would hit hopes that Italian 
rates would also come down. 

“Some central bank gover- 
nors clearly do not want to 
be rushed Into cutting rates 
while they are stfil keeping 
infla tion in check. Given the 
strength of the Spanish econ- 
omy anrt potential infla tion, 
there are serious doubts 
whether Spanish interest 
rates should be cut now." 
said Jeremy Hawkins, at 
Bank of America. 

Mr Rojo's comments hit 
SPANISH BONOS, which 
under-performed other Euro- 
pean markets in fairly active 
trading, with the short end 
fairing the brunt. 

The June future settled 
unchanged at 108.82 with 


Borrowers give 
sterling a rest 


If^^TlOf^BONDS 
By Samer fekandar 

Borrowers turned away from 

sterling yesterday, after 
more than a week of hectic 
activity. Bankers said the 
currency’s rise against the 
D-Mark had been rapid, and 
it would take investors a 
while to become comfortable 
with the new levels. 

The dollar sector saw 
almost $5.5bn of issuance, 
mainly concentrated in short 
and medium-term maturi- 
ties. Syndicate managers 
believe borrowers will con- 
tinue to focus an this sector 
in coming days, with several 
emerging market borrowers 
expected to make their 
return after last year's Asian 
financial crisis. 


W0RL0 BONO PRICES 


Some borrowers could also 
seek to establish bench- 
marks in European mone- 
tary union-participating cur- 
rencies, one banker said. 

LEBANON priced its $lbn 
two-tranche deal in line with 
expectations, with yield 
spreads of 248 basis points 
and 286 points, respectively, 
for the three-year and five- 
year tranches. 

FANNIE MAE, the US 
mortgage lender, will today 
price its latest, $4hn Issue of 
five-year benchmark notes at 
a yield spread of 17 to 18 
basis points over Treasuries. 

In the D-Mark sector SAN- 
TANDER INTERNATIONAL, 
the financing arm of the 
Spanish bank, raised 
DM500m with a seven-year 
maturity. Barclays Capital, 
lead' manager, said buyers 
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105.000 contracts exchanged. 
The future had been as low 
as 10A55 but recovered when 
European markets perked up 
after the US posted good 
early gains. 

ITALIAN BTPs were also 
nnriprmlnpri in quiet tradin g 
but closed well above the 
day's lows. The June future 
settled at 119.11, up 0.02, 
with 55,000 contracts chang- 
ing fronds while in the cash 
market the yield spread over 
10-year bunds ended at 28 
basis points. 

GERMAN BUNDS were 
range-bound, with investors 
awaiting results from the 
FOMC meeting, but they 
later firmed with Treasuries 
on the back of more US fig- 
ures confirming the lack of 
inflation in the economy. 

The June future settled 
0.10 higher in London at 
107.30, while in Frankfurt 
turnover was active at 

350.000 contracts. 


INTER NATIONAL CAPI TAL MARKETS 
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: exchanged. UK GILTS were better. Despite expectations that cfol/P 
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UK GILTS were better, 
outperforming bunds as ster- 
ling continued to soar - it 
climbed above DM3.10 early 
in the day before falling 
back. Analysts said the out- 
look for gilts in the context 
of the strong pound was 
good, because the possibility 
of another Interest rate rise 

was minimised. 

The June gilt future set- 
tled ft higher at 108ft with 
80,000 contracts traded on 
i-ifte by early evening, while 
the spread over 10 -year 
bunds contracted sharply to 
106 basis points. 

US TREASURIES were 
higher in morning trading. 
By early afternoon the 
benchmark 30-year bond had 
gained V* to I02g. sending 
the yield lower to 5.942 per 
cent The two-year note rose 
A to 99ft, yielding 5.600 per 
cent, while the 10 -year note 
gained ft. to 98ft, yielding 
5.670 per cent 


Despite expectations that 
the Fed will not raise rates 
in the near term, the market 
has been weaker in recent 
weeks as the latest economic 
data have failed to show evi- 
dence of economic slow- 
down. A report by the Chi- 
cago Purchasing Managers 
yesterday continued to point 
to robust growth. 

The Chicago business 
barometer rose to 69.5 in 
VTarrh. from S7S in Febru- 
ary, but the bond market 
focused on the prices paid 
component. Prices paid 
dipped to 48.7 from 55.5. 

“The bond market was 
thrilled to see signs of disin- 
flation in this morning's Chi- 
cago report," said Patrick 
Dlmlck, treasury market 
analyst at UBS Securities. 

• The UK debt manage- 
ment office takes over 
responsibility for gilt market 
operations today from the 
Bank of England. 


New international bond issues 
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were a mix of institutional 
and retail investors. 

Although retail buyers 
usually prefer to hold bonds 
with less than five years to 
run, Barclays said the steep- 
ness of the German yield 


curve had encouraged inves- 
tors to accept the longer 
maturity in exchange for 
higher returns. 

• NESTLE, the Swiss food 
group, issued *2S0m of sev- 
en-year convertible bonds. 


Credit Suisse First Boston, 
lead manager, said the issue 
would, convert into existing 
shares. As a result, no new 
shares would be created and 
shareholders’ earnings 
would not be diluted. 


By Vtoamt Boland ^ 

The Saband family, one of 
Turkey's leading business 
dynasties, has raised $123m 
through the sale to interna- 
tional investors of a 3.5 per 
cent stake In the family- 
controlled Akbank- 

The shares, in the form of 
ADSs. were sold to mainly 
UK and US institutions, 
according to Morgan Stanley 
Dean Witter, global coordin- 
ator of the issue. 

The sale is the first of sev- 
eral Turkish >»wk offerings 
expected this year. The gov- 
ernment is planning to sell a 
stake in Isbank in the next 
few months that could raise 
up to SSOOnx. 

Each ADS represents 200 
ordinary Akbank shares and 
was priced at $14, < or 
TL17J300 an ordinary share. 
This is a discount of just 
over 4 per cent on the dos- 
ing price of the shares on 
Monday, Morgan Stanley 
said. An over-allotment of IS 
per cent of the size of the 
deal may also be exercised 

At the selling price 
Akbank has a market capi- 
talisation of S3L5bn, and Is i 
the largest bank in Turkey 
in terms of equity capital. 

The sale reduces the j 
Sabanci family’s stake in 
Akbank to about 44 per cent . 
and increases the free float i 
in the bank’s share capital to 
19 per cent 

• Solidere. the Lebanese i 
company rebuilding Beirut's 
business district, is oontem- j 
plating a second issue of I 
global depositary receipts, i 
according to bankers. 

The offering, likely to be 
launched in coming weeks, 
would be priced at $14 to $15 
a GDR and raise roughly 
SlOOm. In 1996, the company 
Issued $77m of GDRs, which 
are currently trading in a 
$14 to S14J0 range. 


US Treasi 
set to auct 
30-year Ti 

By John Labata in New York Any widespread change &! 

inflation expectations • 

The US Treasury is expected be good for TBPS, tacraNdng 
to demonstrate today its demand for lh* issues, 
commitment to expand the “I* appears the perception 
Inflation-linked securities is that com consuaar-.prio* - 
market substantially, by inflation l* bottoming «a at 
announcing the auction of around 2 per cant. The asar- 
the first 30 -year inflation- ket’s perception and the acts 
indexed bonds- nomlc data w« get in the 

The sale of 30-year Tips, or coming week could create 
Treasury index protected additional demand for these 
securities, will come amid securities.” said Lae .Young, 
rising concern among ana- dabl, vice-president and mar 
lvsts that inflation will ket analyst at Aubrey q. 
emerge by the year-end. Lanston. the New Yak seen- 
Although the Treasury has rittes dealer, 
not confirmed the size of the The auction of new 30-year 

first auction, analysts expect bonds la expected a week 
$8bn or more of the new from today. In the wake of 
securities to be sold. some important economic 

Since the Treasury began data on business activity 
issuing inflation-indexed and employment, 
bonds in early 1997. there Some analysts believe the - 
have beat auctions of only longer-term maturity issues 
five-year and 10 -year notes. will attract a broader audi- 
ta the UK. inflation-linked ence of institutions, tndmt 
issues have been available mg pension funds, 
etnro i981 and account for "For inflation protection 
around 15 per cent of the UK many institutional investors 
government bond market prefer long-term issues over 
Treasury officials have short, since they are better 
said the market for outstand- at offsetting their liability 
jpg inflation-linked securi- risks which can last 20 
ties in the US could eventu- years,” said Dan Berstein, at 
ally reach 5200 bn. or about 5 Bridgewater Associates In 
to 6 per cent of the total out- Connecticut 
standing market, compared However, despite any 
with only $40bn at present. change in inflation outlook. 
The ■shorter-term securi- there is considerable sceptl- 
ties issued so far have cism about the Tips market 
offered rising yields since "My feeling is these are 
mid- 1997. US Inflation has not going to set the house on 
remained low ami investors Are.'* said Gomalo Cordova, 
had expected the Asian senior fixed-income portfolio 
financial crisis to create manager at Citibank Global 
deflationary pressures on Asset Management. “Since 
the US market in 1998. the beginning, demand for 
However, while inflation these things has been 
has remained subdued, extremely tepid.” 
growth in housing, labour Even for the earliest Tips 
costs and consumer spend- Issues in early 1997, demand 
tag have remained strong, was mild in spite of concerns 
leading some to expect over the interest rate out- 
prices to rise later this year, look, Mr Cordova added. . 
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Triple whammy continues to hurt yen 


warketsbeport "™ therefore reluctant to sell 

“JCTw-d-m 

Sx.'Sssr^ 

♦Sf’wT “tween. the end of average to 16,537. But that 
5^ t ye ® r ? d w « sti« more than 1600 
of T W? ® Bl ® ^ow its close at the 

E dere ^- end of last fiscal year, which 

mil?v‘t«i. tho i f ur E nse of meaQS that banks’ balance 
^my tauten, the Bank of sheets have taken another 
Japan did nothing to boost blow. Now the government 

seems to have no immediate 
-» has dropped Y-W need to stimulate the stock 

against the dollar since Fri- market Nick Parsons, cur- 
aay, because the market rency strategist at Paribas 
Deuctec that from today Capital Markets in London. 
T °ki'o s desire to defend the. said: “People are asking 
currency will diminish. Offi- themselves, ‘Who is the 
aals ; bad been keen to raise buyer of the Nikkei index on 
the Nikkei stock average to April 1 ?" He forecast that 
1H.190 at the fiscal year-end. the yen and the stock mar- 
That would have helped ket would fell in tandem. 
^Etle Japanese banks. Many investors believe the 
which put the value of their Big Bang win also weaken 

shareholdings on their bal- 

ance sheets. The officials ■ POUND IN NEW YORK 
thought that to boost the STa. -***- -f™ *».. 

stock market they had to e«m 1.8770 is7« 

boost the yen. because the inn i.bms i.B7H 

two tend to move in tandt»Tw J ®* • 1 6705 

For weeks the market was ^ 1 1 


the yen, by enabling Japa- 
nese investors to place more 
money abroad. Completing 
the triple whammy for the 
stricken currency, most fore- 
casters said the Bank of 
Japan's quarterly ' tankan 
survey of industry on Thurs- 
day would show a disastrous 
reading. 

The yen dropped Y1.3 
against the dollar yesterday 
to close in London at Y133.4. 
Its next s up port level is at 
Y1&L40, both its low for 1998 
and its lowest point since 
the dollar began recovering 
in early 1996. 

The dollar pnri po und als o 

continued to rise against the 
D-Mark, with not a word of 
protest from the Bundes- 
bank. The pound jumped to 
DM3.11. its record high 
against the D-Mark since 
July . 1989. It dropped back 
later, but still closed 0.3 
pfennigs higher on toe day 
at DM3.097. Mr Parsons 
noted that UK companies 
had been among the main 
buyers of the pound in 
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recent trading sessions. Hav- 
ing watched toe strong cur- 
rency eat into their export 
earnings for 20 months. 
many were finally hedg ing 
against a further rise in ster- 
ling, spurred on by market 
talk that the pound could 
reach DM&20 soon. 

The dollar gained 0.4 pfen- 
nigs flga jpgt the D-Mark to 
DM1.849, and rose from 
SFrl.518 to SFT1.525 against 


the Swiss franc. 

Late yesterday, the Fed- 
eral Reserve’s open market 
committee was still meeting 
to set the level of US interest 
rates. 

The Norwegian krone 
dropped back with the oil 
price. The Czech National 
Bank bought hundreds of 
millio ns of D -Mar ks to halt 
the rise in its konzna. 

■ “Sterling is amazing,” 
says Carl Weinberg, chief 
economist at High Fre- 
quency Economics in New 
York. He is not the first to 
voice the thought, but he is 
bold in forecasting that the 
currency will decline as 
early as next week. The 

■ one CURRENCIES 

■tar 31 E $ 

Cnch Rp 57.2592 - 57.3554 342030 - 34400 
Mum 357J352 - 357328213280 - ZI3330 
km 502LOO - 502230300000 - 3HXL00 
05119 -05124 03058 -03059 
4JW2-UD6S 2J87Q- 08100 
5J7782 - 5.7883 34515 - 34545 
102078 - 102150 OUSTS - 50965 
6.M88 - £.1523 34729 - 34730 


KmA 
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money market is pricing in 
one more UK rate rise at 
most, with the increase to 
occur in the next three 
months. 

Next Thursday, the Bank 
of England ends its twoday 
monetary policy committee 
meeting. If it raises interest 
rates then, says Mr Wein- 
berg, many investors will 
assume that UK rates have 

peaked and will take their 
profits on the pound. If the 
Bank does not raise, then 
investors will assume that 
the chances of a rate rise 
have shrunk, and they will 
also sail the pound, “l think 
sterling may he very near its 
peak,” says Mr Weinberg. 

Gordon Brown, the UK 
chancellor, seems to have no 
better idea than anyone else 
whether that is true. Asked 
by the Treasury select com- 
mittee yesterday about toe 
pound's strength, Mr Brown 
merely said the Bank of 
England was Independent 
and had to meet the govern- 
ment's inflation target. 
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ANNUAL GENERAL MEETING OF SWEDISH MATCH AB (publ) 

Shareholders of Swedish Match AB are summoned herewith to 
the Annual General Meeting in Stockholm, the Globe Arena Annex (accessible 
through entry gate 4 ) on Wednesday, April 29, 1998 at 4.30 p.m. 


AGENDA 

1. Election of Quinn a n of cbe Meeting. 

JL E j e c ti o n of one or two minutes rhedeem who, in addition to the 

3. Preparation and approval of the lot of shareholders enrided 10 vote 
at the Meeting. 

4. p wH iiiiffMii" of whether die Meeting h— been doty convened. 

5. The President's speech. 

6. Presentation of die annual tepon and die andiron' report and the 
* fnawnliria np d fir w iwi a l qairfflffiK god the UldhoES 1 JCpOTt on die 

consolidated financial w a retnenr s for 1997. 

7. Adoption of the income MJ i nim i and die balance shea and die cod 

sohdatcd *nnnm. crj ffmMf and ftu* hplapfl * sheet. 

8. Diqxisiijon to be made of the Company's pofics as shown in the 
balance shea adopted by the Meeting. 

9. The dischar ge of the Board of Director* and of the President from 
liability for die fiscal year 

1 <L Dcsenzuratiaa of the QQmbQ of Bossd membtts md deputy nest- 
bets to be elected by the Meeting. 

1L r wgtffliwrrinr . nf thr m imk w rJ m4wifirc mA i4>pmy aurKmfr 

L2. DrTrmitnat mc of the fees to be paid to the Board of Directors and 

13. Election of Board membecs and deputy members. 

14. Election of the andiron and deputy auditors. 

15. Election of members of the Nominating Committee. 

16. Q wrion mnrem rng rh* iKarr- i wli-mp tim and rile amhonzation of 
tbe Baaed to approve a new share issue. 


The Nommarmg Csmimtiee «*l>n wl at the Ann ual General Meeting 

1 997 proposes the foQowiog with regard to i tem s 10 - 14 on the Agenda: 

bon 10 : 6 ordinary' member; and no deputy member*. 

han 11: 2 auditors and 1 deputy auditor. 

Item 11 As previously, ifac fee ro the Board is proposed to be paid as 
follows far the rime until new Annul General Meeting is bekt The 
Chairman shall receive 5EK 450,000 and the ocher Bound m e m be r s 
dazed by the Annual General Meeting shall each receive SEK 375,000 
with exception of the President who in the appro pri at e case docs not 
receive any Boaid fee. For the time until the next ArmnaJ Geooal Meeting 
is held the auditors shall be paid accosting to separate an wari^ g 

lam 13e Rcckakm of Arne Bambont, Jan Btambeig, Goran Linden, 
Betnt M agnussou and Klaus Unga. New election of Mats Janssoa. 

Item 14: Reefecrkni of Goran Udstrom, aocDror New ejection of 
Alee Damefeson, auditor, and Gbes Dahltn cfepory audkoc 


Item 8: The Board of DireetOre proposes that a dividend be paid to 
the shareholders in the amount of SEK 1 ,10 per share, with die balan- 
ce to be carried forward. 

May 5, 1998 a proposed as the record date to receive the dividend. 
Payment of the dividend is expected to occur through VPC (Swedish 
Securities Register Center) on May 12, 1998. 
hem 1 (r. It is proposed that the share redemption be effected in an 
amount m the order of M5EK 1.200. The full text of the Board's 
proposed share redemption Bans and conditions will be submitted in 
mid- April, no hne^ ho wever ^ than April 22, 1 998- The Board further 
proposes, by reason of die share redemption, char the Meeting aut- 
horize the Board, m a departure from the iharefaoldcrs' pre-emptive 
rights, io approve a new share ksne oo market terms and con d itions, 
tab maximum yoral mw proceeds which shall nor wyi-yl die 
amount by which the share capital it depreciated by reason of the 
share r ed e m ption. 


1 be fnlfili wwif of ffy wAm pnufl tS CQDQ^BIt upOD| fwirf pfCSUp' 

poses, that an ExtraordHrarY General Meeting of the company, which b 
s ched v ikd to take place on July 7, 1998, approves a reduction in the 
share capital as a co nseq uence of the share redemption, rfw r ^ 
Board exercises its authorization in accordance with the above and 
the company thereby receives issue proc e eds which correspond, at a 
minimum, ro the reduction amount, and that the Extraordinary 
General Meeting approves a scrip issue to be effected by means of an 
increase in the nominal value of the shares, together with any and 
aU changes to die Articles of Association occasioned thereby. 

The full text of the Board's proposal regarding the share redemption 
and authorization will be available from Swedish Match AB's head 
offices as of April 22, 1998. 


Share h ol ders , representing 27 per cent of (he total number of voces of 
Swedish March, have announced that they, at the A nim al General 
Meeting, will support the above mentioned proposals of the Nominating 
Co mmit tee and the Board of Directors- With regard to items 1 and 15 
on the agenda they will propose the following; 

Item I; Inf e mar Mundeho- 

faem 15: The following memb«5 of the Nominaring Committee are pro- 
posed: reflection of Bemt Magnussoo, Bo Eld of and BjtSeo Fcanzoo. 

RIGHT TO PARTICIPATE IN THE MEETING 

Purticipaaon m Swedish Match's Annual General Meeting is limited to 
shareholders who are recorded in the share register on April 17, 1998 
and who advise Swedish March do later dun 4:00 pan. (Swedish local 
rime) on April 24, 1998 of their mttntion to participate. 

NOTICE OF PARTICIPATION 

Noace of participation may be grvefl in writing ro Swedish Match AB, 
legal Affairs, SE-1J8 85 Stockholm, Sweden, by rdephoae +46-8-658 
53 62 or by telefax +46-8-658 63 64. 

When providing notice of participation the shareholder should state 
name, address, telephone number and personal registration number 
(where applicable). 

Shareholder* who desire to parriripotr m the Meeting, most submit 
notice prior ro expiration of (be notice period, not later than Friday, 
April 24, 1998, 4:00 pan. (Svredkh local time). Receipt of notification 
will be confirmed by Swedish Match for warding an attendance-card 
which b to be presen t ed at dbe entrance ro the Meeting. 

SHARE REGISTRATION 

Swedish Match's share register is maintained by Vardepappctscenoakn 
VPC AB (Swedish Securities Register Center). Only owner -registered 
shares are listed in the namw of the shareholders in the share negkn-r. To 
be entitled to portiapoxe in the Annual General Meeting, owners of sha - 
res registered in the name of a trustee most have the shares registered in 
their own names, 5hareholdcg who have trus te e-reg ist ered shares should 
request the bank or the broker holding the shares to request owner-regi- 
stration, so called vodng-rigbr regboatioo, several banking days prior to 
April 17, 1998. Trustees normally charge a fee for this. 

The entrance to die premises of the Annual General Meeting will be ope- 
ned at 3.00 pan. (Swedish local timet 

By order of die Board of Swedish Match AB 
Bo Aulin, Secretary of dir Board 
Swedish Match AB (publ) 

SErllSSi St o ck h ol m . Sweden 

April 1998 


Swedish Match 
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FINANCIAL TIMES WEDNESDAY 


COMMODITIES & AGRICULT URE 


Oil traders give thumbs-down to Opec deal 


By Gary Mead 
and Kenneth Gooding 

The market gave an initial 
thumbs-down to the crude 
oil output cut agreed yester- 
day by members of the 
Organisation of Petroleum 
Exporting Countries and 
other oil producers. 

May-dated Brent crude on 
the International Petroleum 
Exchang e had slipped to a 
low of $14.28 by midday in 


London, down 56 cents from 
Monday’s close, although It 
recovered to $14.44 in later 
trading. 

Analysts said the sceptical 
response to the Vienna pact 

was underpinned not so 
much by doubts over the 
will of oil producers to cut 
output by a planned l-5m b/d 
(equivalent to 2 per cent of 
total global production), as a 
belief that the proposed cut 
would be insufficient to 
rebalance the global crude 
oil market 


“We don’t really know if it 
will be enough, nor how 
quickly the producers will 
respond if it proves not to be 
enough," said one specialist 
Oil prices collapsed by 40 per 

cent between last October 
and mid-March. 

The international oil mar- 
kets will remain in signifi- 
cant over-supply for the next 
six months, according to sev- 
eral analysts. Some are fore- 
casting that world oil stocks 
will continue building this 
quarter at an above-average 


rate of 2m b/d, which would 
further depress prices. 

However, Ali al-Naimi, 
Saudi Arabia’s oil minister, 
who attended the Vienna 
meeting, said the market 
“should judge the Opec deci- 
sion in two months.” 

Venezuela, another impor- 
tant participant in the agree- 
ment, also sounded an opti- 
mistic note. Erwin Arrieta, 
energy minister, said the 
country would cut produc- 
tion further if that proved 
necessary to stabilise prices. 


Coffee futures again nour- 
ished on the London Interna- 
tional Financial Futures 
Exchange, the May contract 
closing $21 higher at SL841 A 
tonne, boosted by strong 
buying from investment 
funds. 

There was also strong 
in te rest in cocoa, with the 
May contract finishing £18 
hi gh pr at £1,070 a tonne, in a 
day of relatively heavy vol- 
ume. with 13,703 lots. 

Traders said the buying 
was again led by industrial 


users rather than invest- 
ment funds, , and there were 
no fundamental develop- 
ments to propel the market 
higher. 

On the London Metal 
Exchange tin. rose by L3 per 
ew it, or $75 a tonne, to close 
at $5835 after another fell in 
LME stocks sent investment 
funds scrambling to cover 
short positions. 

Nick Moore, analyst at 
Flemings Global Mining 
Group, painted out that LME 
tin stocks were at their low- 


totcco We Lennard Shelf 
down 42 % miners know how 

By Tony Hawkins ta Harare . , , , 

Tobacco farmers were l3KG IMG llG3T 


By Tony Hawkins in Harare 


Tobacco farmers were 
shocked when Zimbabwe’s 
auction opened yesterday, 
with prices down 42 per cent 
on last year. 

While the industry had 
anticipated lower prices than 
in 1997, when sales an the 
first day averaged 208 US 
cents a kg, there was wide- 
spread tearing of tickets 
(rejection of sales) by grow- 
ers when prices on one of 
the three floors averaged 
only 123.6 cents and on 
another 1168 cents. 

Prices on the first day are 
seldom a reliable guide to 
seasonal trends, but so dras- 
tic a decline points to price 
levels well below those antic- 
ipated in the industry of 
close to 200 cents. 

The norm is for prices to 
firm gradually as the sales 
gain momentum and as bet- 
ter quality leaf comes to the 
floors, peaking in August or 
September. 

Last year, the average for 
the season of 235 cents a kg 
was 13 pa 1 cent above the 
price for the first day. In 
1996, prices opened at mare 
than 240 cents, firming to an 
average 285 cents for the 
season. 

If these patterns are 
repeated, prices will average 
less than 150 cents, down 
more than a third on 1997. 


COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 

(Plfcaa tom AraolganaM Metal Trades! 
■ JU1MHHM, 9B7 FORTY (S PV tame) 


Extracting lead and zinc in Kimberley is not 
for the faint-hearted, says Kenneth Gooding 



S moke can be seen from 
two bush fires from the 
entrance to the under- 
ground mine in the blister- 
ing sunshine of the Western 
Australian desert. One blaze 
threatens the mine's camp, 
recently completed at a cost 
of A$5m (US$3 .3bn). 

This is one of the remotest 
areas In Australia, the 
southern Kimberley region, 
about 500km east of the 
coastal town of Broome. 
There is no question of call- 
ing a fire brigade for help. 

Richard Jordinson, general 
manager of this complex of 
four lead-zinc mines called 
the Lennard Shelf 
Operations, and responsible 
for the 260 employees, 
decades to take a closer look. 

Near the ramp the fiarnpg 
are fierce and' about three 
metres high, fanned by a 
sli ght wind and moving for- 
ward rapidly. 

Mr Jor dins on g^ plamg that 
a fire in the wet season is 
unusual, but the grass is tall 
and highly combustible 
because of the natural oils it 

(xxi tains . 

The air Is filled with thou- 


sands of crickets, jumping 
and flying to safety. Above 
the flames several kites are 
manoeuvring, hoping to spot 
a tasty snasfc running from 
the fire. We keep a watchful 
eye for snakes - some of the 
world's deadliest are found 
in this region - and for bun- 
garras, big lizards that head 
for the nearest high point 
when in danger and have 
been known to claw their 
way up a startled person. 

A grader has been com- 
mandeered to use its scoop 
to scrape away grass and 
bush to create a fire break 
around the camp fence. 
Some flames jump this gap 
and are now within 30 
metres of the camp. 

Mr Jordinson inspects t he 
camp’s other defences. The 
road on which we have been 
driving provides some pro- 
tection. The grader is still at 
work, tins tftiw making the 
fire breaks near th?» camp 
buildings twice as wide. 

There is another streak of 
lightening in the distance. 
aim-flar to those that started 
the bush fires. But the 
flames have begun to sub- 


33WS i 


Tnctaitfng equipment at the the stand-alone Pillars mine 


side. They have consumed 
the grass and shrub over a 
huge area and there is noth- 
ing else for them to feed an. 

Mr Jordinson has main- 
tained his equanimity 
throughout this episode. We 
drive to his office 20 minutes 
away, near Kapoc, another 
underground mine on the 
Leonard Shelf complex. 

T he fire has not been his 
only frustration today. 
To start with it is Mon- 
day. He returned after a 
weekend at his home in 
Broome far another five days 
at the twining complex, 
wo rking - at least a 6am to 
6pm shift each day. 

He will not see his wife 
and four sons again until 
late Friday. 

This Monday has been hot, 
41 degrees, with 96 per cent 
humidity. This is not 
unusual. Exploration stops 
between November and 


April because of the heat 
and the wet 

Mr Jordinson arrived to 
find the power plant out of 
action. Also, a rock has 
stuck at the Kapoc under- 
ground mine, temporarily 
halting ore pr ocess i ng. 

“You can’t run this place 
from Melbourne or Perth,” 
he says. “The only way you 
are going to make money on 
these deposits is by manag- 
ing them here on a day-by- 
day, hour-by-hour basis. 
They have to be managed 
very carefully; handled with 
great care.” 

Mr Jordinson is implying 
that most big mining compa- 
nies would find it virtually 
impossible to operate the 
Lennard Shelf enmpltnr 

zinc and lead mining in 
the area started in the late 
1980s at the old Cadjebut 
underground mine. This had 
so much metal In the ore 
that it would have been diffi- 


Picture: Kenneth Gooding 

cult to mine at a loss. 

Cadjebut was owned by 
Broken Hill Proprietary, 
Australia’s biggest resources 
group, and Shell Australia. 
They were ready to wind 
down operations in 1994. 
when Cadjebut had about 18 

mnnttwi lifp left. 

H owever, two BHP execu- 
tives. Rod Webster and 
Alan Castleman. con- 
vinced there was more ore to 
be discovered in the area, 
persuaded them to sell Cas- 
tleman and Webster raised 
A$35m to buy the Lennard 
Shelf Operations for their 
company. Western Metals. 

In the past three and a 
half years. Western has built 
two new mines, Goongewa 
and Kapok, to provide feed 
for the Cadjebut treatment 
plant; is developing the 
stand-alone Pillara mine, 
which will start up in July, 
and has built a new export 


Precious Metals continued 

■ OUJCOMEX nOOTto* (tt; Mror ozj 


AM MBS 1422-5-23.0 

KM CUM 

Opm W. 251,515 

Total 0*1 know 47.842 

■ AUHWMMI AilOY (| per tamo} 

Ctae 1273-78 

Pruku 1280-85 

MflMow 

AM OfflcW IZ71-72 

Kart cta» 

0pm tat 5,411 

Tool Italy tmnr 1,112 

■ UEAD (3 pet tang) 

Close 573-74 

Piwtaia 581-2 

ngntar 

AM OOcal 578-77 

Kertckw 

Open tnL 36,226 

Total i*i know 12,474 

n MCKB. (8 per kernel 

Close 5500-10 

ftmous 5510-20 

Ngtataw 

AM Offldal 5530-35 

KerO dose 

Opm tat 52,963 

TOO 0*1 know 15,474 

■ Tig per tome) 

Ctase 5650-60 

Previous 5570-80 

KoMmt 

AM OfMJ 5629-30 

Kero doss 

Opm tat 16,757 

Tow 0*1 mam 7,565 

■ Zfflc, geMM kjgk gnMe (5 per taw 

Ctase 107R5-W.5 

Prevtan 11026-035 

HtfVtaw 

AM OflttM 1092-33 

Kert dose 

0pm W 79965 

ToUfefttamom 25585 

■ COPPER, tatoe A g per tame) 

OM0 1751 -5-52-5 

ftw taw (742-43 

MQMonr 

AM OfflcW 1744 5-45. D 

Kart dose 

Opm MIL KttOSS 

T<M 0*1 know 58,895 

■ UK AM Otfldal £/* rate UUI 
UK Ctaafap as rate lawn 

Spot 1 6770 3 BOS 15637 G nta MOB 9 1 


■ aaiawDEcoppa (combo 

i*Mt Wfe 0pm 

price rf ii nuu Mgh leer W tat 

Apr 79.70 +Q6C1 8005 7030 413 4.106 

■tap 80.10 *05) BOBO 7965 2681 25.453 

Jm 0035 +0-50 80.70 8035 144 2374 

M 80.70 +0.40 8130 8020 258 11,529 

Asa 8130 +0.65 8130 8130 1 1361 

tap 81-40 +055 8165 8140 - 5JGD 

IMS 3,784 68489 

PRECIOUS METALS 

■ LONDON BULU0M MARKET 

Prices awptaii ny * m Bocmttta} 

GsUfTrora) S price E«w STr op* 

Otoe 301.1030180 

Dpatao Jfli TO- mn fd 

Morning n 299.90 17&7B9 456288 

Artrapn 8 k 30160 170241 457.731 

DtfsHVi XI 35- 30185 

Oar’s Low 299.40-3970 

tartan due 302.50-30100 

LOcs Us Ifaao Md Leading Batts (VS USS) 

1 tart 4.11 s monte 3.80 

2 totals .466 12 total 174 

3 man ,_369 


3 mlta 

1493436 

1458-57 

145571443 

1449-50 

1447-48 


1300-305 

1307-12 

130571296 

1300-01 

1290-302 


574-75 

579-45 

583/588 

576.5-776 

570-71 


5590-800 

5805-10 

5890/5580 

5635-40 

5580-65 


5630-35 

5580-70 

5835/5540 

5605-10 

5635-40 


1102-02-5 

1128-27 

112371092 

(115-16 

1100-101 


1778-79 

1769-70 

1781/1758 

1771- 716 

1772- 73 



totaM Dht-i 




Open 


price ckmga Mgfe 

low 


tat 

Apr 

301.1 

-16 

3016 

2966 10647 

5646 

Jm 

304.1 

-16 

3042 

XI .7 25668 76697 

Ate 

30&3 

-1.7 

3066 

3045 

252 

7602 

Oct 

3076 

-2.1 

3076 

3076 

IX 

4.404 

Dec 

3105 

-16 

3106 

308.7 

_ 

16,106 

Feb 

- 

- 

- 

- 

- 

8624 

TOM 





87681188604 

■ nxnra nn*x ©OTroria; saw ai 


Apr 

4086 

+1.1 

4106 

4036 

1652 

2,885 

Jul 

405.0 

♦1.6 

4066 

3986 

1641 10.135 

Oct 

4056 

+5.1 

- 

- 

180 

439 

Jm 

4076 

+7.1 

- 

_ 

_ 

51 

TOM 





3,174 13619 

M PMlAMIMIIYHEX(t001tytz;S/IO!<iL| 


Jm 

2G02S 

+660 26360 25460 

597 

4670 

Ste 

25760 

+8-75 25760 25260 

12 

746 

ToM 





609 

M17 

■ SUER GOMB (5600 Tny CBta/koy 02) 


«*T 

6345 

+56 

6356 

6236 

7658 44614 

JU 

636.0 

+76 

6366 

6246 

200 15616 

Sep 

S286 

+065 

BMP 

BJnn 

13 

5615 

Dec 

6346 

+86 

6340 

6226 

60 10681 

Jm 

0256 

_ 

- 

_ 

_ 

15 

tor 

624 5 

- 

629.5 

6296 

- 

2638 

ToM 
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GRAINS AND OIL SEEDS 

■ men UFE (100 tames: E pa tome) 

Ltota toy's 



Prim 

temp. 

tert 

lev 

1M 

tat 


prim i 

toy 

7225 

_ 

72a 

71.73 

86 

2201 

toy 

1069 

Jd 

7425 

- 

7425 

73.75 

72 

1686 

JM 

1084 

*te 

7440 

-aa 

- 

- 

- 

134 

top 

1101 

tar 

7760 

_ 

7760 

7625 

35 

2694 

Dm 

1120 

Ju 

TOM 

7865 

+065 

7865 

7825 

10 

238 

483 

7681 

M at 

ToM 

1141 


sons 

■ cocoa l*TE PO Him E/jonee) 

Latest inn 


■ M0TOT fSjmtM tot ceflsS* tutaft 


OP* 

M to 


HJ015M77 


32160 -460 326.75 32060 5600 42626 
33160 -3.75 335.75 32960 7664 41633 
33960 -325 34360 338.75 322 B671 

35265 -100 357.00 35165 819 11698 

36260 -160 382.00 36260 20 1.152 

35560 - 35860 35660 3 39 

1563SKM6S) 

£ C8T (5J00 bu H cwtaBBfc total 


ENERGY 

■ anaumme 0600 taifflh. VtarreQ 


toy 

28150 

-723 267.00 2SB50 23626123577 

JM 

26760 

-625 27360 26650 10.454112703 

S«P 

271.75 

-560 27760 27150 

2163 27600 

Dec 

274.75 

-400 27950 274.50 

9.458 95624 

Mar 

28150 

-325 28560 26160 

371 

7,094 

Hey 

28860 

-200 28860 28525 

19 

294 

ram 
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M BAfUET UfTE (100 tonnes: E per tame) 


toy 

7275 

_ _ _ 


229 

top 

7250 

+050 

_ 

12 

Row 

7450 

+050 7450 7450 

10 

482 

Jen 

7850 

+050 

_ 

94 

Bmx 

7850 

_ _ _ 

_ 


Tom 



10 

629 


prion cto ffl s Uph 
■tap 15.81 -140 1666 

•tan 1911 -066 1662 

Jtf 1660 -041 16.74 

Aag 1668 -033 1660 

Sep 16.75 -030 1668 

Oct 1669 -028 16.95 

Tate 

■ amcc m re (Vteneo 

Latest toy's 


III W M 

15.57 44639 107k 
1568 17,152 78609 
1662 5,189 41,477 
1650 1680 24645 
16.75 1611 22655 
1669 348 15686 

77696467779 


■ smASEA»cBTp6in»Bai;e«taaa)tasita> 

May 64150 -425 64960 642.00 15786 65640 

■W 64400 -175 BSZK 84460 5629 44615 

Ate 04400 -560 65260 64460 439 9649 

Sap 63160 -760 63860 63160 70 1662 

tor 62560 -765 63360 62100 3614 29617 

JH 63160 -760 83760 62960 95 965 

Total 27667 10689 

■ SOTABEflW 04 C8T (60,C00te CtaMjg 


■ COCOA CSCE po team; S/tomea} 

toy 1854 *18 1864 1628 4661 20,485 

JM 1674 *.15 1678 1650 2693 16616 

Sep 1896 +16 1596 1672 223 8,167 

toe 1705 -< 1710 1700 361 14663 

tor 1738 - 1738 1738 10 8602 

toy 1761 - 1761 1761 2 4663 

Total 8688 75653 

■ COCOA (CCq jSCBVIPOPe) 

tor 30 Plks Pise, day 

DMy 1280.78 129564 

■ RBTff LffE (5 tenes; S/ttnne) 

Mm 1641 *41 1805 1780 128 220 

■■y 1641 +21 1844 1803 5639 18789 

JM 1801 +29 1800 1759 3603 11^50 

Sep 1771 +32 17B8 1730 358 36<2 

tor 1741 +32 1708 1708 Z7 1601 

JM 1711 - 1679 1679 - 111 

Tote 963B 33606 

■ COHg*C CStX(37600ta8j ceas/taq 

Mey ’ 14&00 +260 14&45 14660 5 668 15641 

JM 14266 +1.80 14365 14060 1668 8605 

tap 13440 +165 13760 13660 205 4627 

Dae 13060 +160 13040 12960 259 3,773 

Mar 12450 +165 12760 12450 80 1635 

May 12460 - 12460 12460 188 581 

Ta te 4890 84333 

■ CUKrtfc (ICO) (US cenis'pounri) 


MEAT AND LIVESTOCK 

M UK exme OE {40600to cantatata 


Apr 61725 -OOS 61925 6110010.709 
Jm 65625+0275 68600 6460010613 
Aag 64725+0625 67.150 84450 2,142 
Oct 67600-4075 64150 87600 92 
Dm 69650 - 69625 64675 466 

Ata 70690-4150 70600 70300 19 
TOtal 24,196 

■ teteM»CMEt44(P0ttg;cto3rtg} 

Apr 53600+4025 54600 5169 3636 
Jun 5969+4275 64100 5869 1527 
JM 5449-4175 54975 5419 1,039 
Ate 56600+4025 9459 54000 652 
Oct 51600+4125 51600 52.79 403 
0 k 5000+4650 54.400 53600 SO 
TPM 4154 

M FOWCBBlfiSCME (406008* c«ta/te) 

toy 5269 - 51900 5469 2^34 

JM 5069-0675 969 44800 534 
Aag 4449-419 4479 4669 138 
Sap <7600+1600 47600 44100 1 

Me* 46600-4200 46600 45600 7 

Tbtal 4713 


LONDON TRADED OPTIONS 

strike price s tame —Ota — — P 


top. defy — - 
15 day swage - 


Pm. day 

12411 

11963 


Utasl Dark Opm 

price c l a s ps Mgh Isa VM tat 

14 42 -065 14.47 14.14 20675 6469 

14.70 -432 14.7B 14.45 10.197 52.404 

1468 -032 1101 14J5 2,412 18634 
15.18 -065 1121 1467 1.421 12671 
1545 - 15.45 1534 B09 11.733 

1562 -036 15.65 1147 792 9317 

aft Mr 

■C ML KTHB (42.000 US ptaurfSgMaj 

WM toy’s Opm 

prim change Ugh Isa W W 

4165 -453 4435 <2.75 14329 17,638 
44.10 -464 44.80 419 18685 4239 

44.70 -0.64 4535 44.9 2619 22329 

JS.fi -440.4662 4465 69 17348 

4440 -064 46.70 4566 43 12677 

4765 -49 <760 4665 88 11633 


toy 

27.19 

-064 

3.42 

OR Bp 

7.199 63683 

■ MBne SWAH Uffi: P0 Sewm S/taeiB) 


Jul 

2767 

-067 

27.48 

27.09 

2605 53568 

toy 

2886 

+22 

2686 

2656 1227 14,149 

Ate 

27.18 

-0.14 

27.35 

2665 

858 9400 

Ate 

2716 

+1.7 

2712 

2B86 

999 10579 

top 

2660 

-0.18 

2765 

26.75 

705 6674 

Oct 

2746 

+1.1 

275.6 

2736 

507 

7483 

Oct 

2660 

-067 

2660 

2660 

131 4674 

Dbc 

2786 

+0.1 

Z766 

27B6 

152 

1.154 

Dec 


-0.13 

2640 

26.12 

26E 13,706 

Bar 

2816 

-62 

2615 

2616 

59 

981 

ToM 





1S678ia6M 

Hey 

2834 

- 

2634 

2834 

8 

5D4 

■ S0YMEM MEAL CST flOO ton* S/tarJ 

ToM 








Isa W to 

<2-75 14329 17,638 
<19 19695 42360 
44.9 2619 21329 
<465 69 17348 

4565 43 12677 

4665 88 11633 

«£0RMk» 


Mey 

1646 

-36 

1686 

1635 

5622 50688 

■ SB6 

Ml ir CSCE (1120008 b: centeVM 

JM 

1672 

-34 

170.7 

1665 

1,660 36222 

toy 

10.13 

♦027 

iai4 

96211.104 82046 

Ate 

1686 

-3.1 

1715 

1686 

412 14642 

taf 

a77 

*023 

077 

■56 7657 <3664 

Ste 

1706 

-26 

172.7 

1706 

611 10578 

Oct 

963 

+0.14 

964 

961 1411 <3644 

Oct 

171.4 

-24 

173J 

1716 

281 4671 

■ar 

1Q22 

+0.11 

1026 

10.11 16M 18610 

Me 

174.4 

-25 

179.0 

1746 

1,142 12277 

toy 

1018 

- 

10.18 

10.16 121 2467 

ToM 





11408 130684 

JM 

1060 

♦067 

10.30 

1023 20 3415 


£9.7%) LME 

1400 

1500 

1600 

m com 
(Brafle A) LME 

1700 

1800 

1900 

■ UUFFtfc LBTE 
1700 — - 

1750 

1800 — : — 

■ COCOA LITE 

109 

1075 

1100 

M HBrrCMIDEPE 

1500- 

159 - 

1800 


Mqr Aug Mpy Aug 

» 87 15 29 

6 38 73 77 

1 13 165 140 


ai« 
66 130 

34 80 

11 45 

tor m* 
148 146 
105 115 

68 88 
MV Jul 
29 60 

15 46 

7 35 


toy Aog 

27 57 

75 103 

150 167 

Mr Mer 
7 45 

14 64 

27 87 

May Jul 
10 26 
21 37 

38 51 

May Jn» 


est since November 19S9. 
Tin'S price then, during “the 
last bull market Tor tin", was 
$7,163. It peaked at S10.7J3 a 
tonne the following April, by 
which time LME stocks were 
virtually gone. 

Since the hegininj! of this 

year the exchange's tin 

have fallen by more 
than 40 per cent and buyers 
are having to pay a premium 
for immediate delivery* 
terday the premium was SCT 
a tonne compared with tta 
for delivery in three months. 


AUSTRALIA 
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facility at the port of Derby. 
The company raised A$75m 
through a rights issue in 
January, is debt-free and 
been paying modest divi- 
dends. 

When Pillara is folly oper- 
ational, Western Metals' zinc 
output will rise from 66,000 
tonnes to 168.000 tonnes, 
making it the world’s sev- 
enth largest zinc producer. 

Mr Jordinson insists it 
won’t be easy to crank up 
production. "Cadjebut was 
very high-grade and the ore 
was close to the surface. 
Kapok Is deep and hot and 
Pillara is big, but much ; 
lower grade." 

But he has no doubt it will 
be done, as long as there are 
people like himself, ready to 
put up with the sometimes 
harsh conditions so that 
problems - such as unex- 
pected bush fires - can be 
dealt with just as quickly as 
they arise. 


JOTTER PAD 


USDA 

forecasts 

switch to 

soyabeans 

ByGaryMmf 

’ to to . iiimteMi.l!..- • ^ 

US grains traders respo^i 
positively to torlfitejSS. 
tag forecasts pubtlihed by 

the US Department of, Aarf. 

culture yesterday L riewim 
them as neutral to buiih£ 
for futures priew. 

Spring wheat sowing are 
expected to be the Imran far 
a decade and. at isjtn ecres. - 
16 per cent down from 1997, 
The low planting 'teffact 
farmers' moves towards 
more profitable crops. The 
seeded area for winter wheat 
this year is 46.4m. aeon. 4 
pur cent less than lit 1997, 
Com (maize) planting of 
all types wifi increase by 1 
per cent, to 80.8m acres: this 
would be the largest planted 
acreage since 1985. However, 
expected acreage Is down In 
most corn belt states, as 
farmers plan to switch to 
soyabeans. 

On the Chicago Board of 
Trade the May contract for 
corn apmed down 4% emta, 
at $2.63 a bushel, an news of 
bigger than expected US 
com stocks, which are now 
10 per cent higher than & 
year ago at 4.937bn bushels, 
while wheat stocks are up 5 
massive 42 per cant, at 
l.lffihn bushels, outstripping 
analysts' forecasts. 

Soyabean stocks are also 
higher than a year ago, up 14 
per cent at l^OSbn bushels. 
Soyabean farmers intend to 
plant 2 per cent more this 
year, a record of 72m acres. 

Soyabean plantings have ; 
jumped since passage of the 
1996 Farm Bill, which sub- 
stantially reduced the fad- 
era! government's inflnwivy 
over plantings. 

Plantings of durum wheat 
are likely to be the biggest 
since 1962: the 4-06m acres 
will mark a 26 per cent 
increase over 1997. 

Cotton sowing will be 
down for the third succes- 
sive year, to 13.2m acres. 
This is 4 per cent lower than 
last year and 10 per cent 
below 1996. 


From April 4, a new FT Saturday Crossword prize 
with your name on it- 

Awarded by Abels, the Royal Warrant holding 
removals company, to three winners each week: 
finely engraved personalised stationery by Crane 
* Co, America’s distinguished papermakor. Sets 
of notepaper, correspondence cards and puff- 
folded lined envelopes In Crane watermarked 
100% cotton Ecru KM Finish paper. 
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M POTATOES UffE (20 looote C par tow) 


I BAS os IPE g/tenw 

Seri toy's 
Pri» cteoge Mgb 

a 132.75 -5.00 13000 

IT 13535 -4.00 136.75 

■ 13760 -3.75 13860 

6 14050 -3.75 14050 

* 14125 -350 14350 

V 146.00 - 145.75 


Apr 

5&6 

♦16 

600 

566 

55 

448 

toy 
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ACROSS 

1 Able to manage, having 
noticed a handy tool (GJ3) 

6 Clarify most of dispute 
about company's backing 
(5) 

9, 10 Last of ail. tighten 
hinges, nuts and bolts (5,9) 

11 Advert describing profit- 
able business (10) 

12 A group of people flying 
back from some distance 
(4) 

14 Staff led by crazy strike-? 
(7) 

15 Problem in sight with mid- 
dle part of glaze you 
replaced twice (45) 

17 Coy miss, becoming agi- 
tated, makes a complaint 
(7) 

19 One cast in the role of dev- 
us advocate? (7) 

20 Troubles returning for a 
miser? (4) 

22 Brochures generally used 
well-written material (10) 

25, 26 One may put across all 
angles in motion dealing 
with rife form of drug 
abuse 0,5) 

27 (S? 6 ^ handy eartiienw are 

28 IH tell tales, and court 
near disaster (8) 

DOWN 

1 Brief kind of relationship 

, wuncompany secretary (5) 
2i One does more than 
crack the surface, in varl- 
ous ways (9.5) 

3 Article going into diabolical 
monster found in such 
regions (10) 


4 Elementary ingredient far 

making chips (7) , __ 

5 React thus, as a “gay **r 
introduces a “bird'? O) 

6 A lot of excess wrigflt car 
ried by endomorph, ini- 
tially (4) 

7, 16 One's kept by cook- 
carry out about four for 
the president? (5,9) 

8 Root around to offer sane 
kind of sweeten®? (5A) 

13 Trained a zebra over aw 
short month in part of Asia 
( 10 ) 

14 Specifically trained troops 

sail to sort mine out? (4£i 

16 See 7 down . .. . 

18 Awftdly cross about ones 

being cut (7) . 

19 A woman to ring OP Tor 
some resin (7) 

21 See 2 down . _ 

28 Someone dining iS- mote 
particular, rriecting starts 

24 Continued with financial 
support (4) 

Sotntum 9,645 
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LONDON STOCK EXCHANGE 


Wall St gain triggers strong rally in London 


FISEAR-ShanMnr 


wnr 

By Steve Thompson, 

IK Stock Market Editor 

A burst of strength on Wall 
Street yesterday came to the 
rescue of a London market 
suffering from interest rate 
nerves and the impact of 
sterling's latest surge. 

After an indecisive morn- 
ing. the London market 
moved confidently Into posi- 
tive territory during the last 
20 minutes of trading, as the 
Dow Jones Industrial Aver- 
age posted an 80-point plus 
rise. 

At the close, the FTSE 100 

BP hit 
by global 
oil deal 

COMPANIES REPORT 

By Peter John and Marital Brice 

Further weakness in the 
underlying oQ price follow- 
ing the latest pronounce- 
ment by Opec sent BP. the 
UK major most exposed to 
oil prices, sharply lower. 

The shares fell 15 to 862p 
and the slide was responsi- 
ble for much of the overall 
market weakness early on. 

A joint agreement between 
Opec and non-Opec coun- 
tries. which will lead to cuts 
in global production -of 1.5m 
barrels a day. prompted 
Brent crude to fall more 
than 50 cents at one stage. 

There was some disap- 
pointment that the cuts were 
not higher and John Toals- 
ter at SG Securities said the 
initiative lacked credibility. 

But the slide was princi- 
pally a testament to the tried 
and tested market technique 
of buying on rumour and 
selling on fact. 

However, analysts added 
that, with the first quarter 
out of the way, the market 
now had hard numbers to 
work into profit models. 

Michael Mayer, of Schro- 
der & Go in New York, pre- 
dicts that first-quarter earn- 
ings will be 45 per cent 
below the levels seen a year 
ago. 

UK brokers were slightly 


was 20-3 higher at 5,932.2, 
recovering strongly from its 
earlier ragged performance. 
The index was down around 
36 points before Wall Street's 
opening. 

The late rally in the lead- 
ers did not extend to the sec- 
ond-liners and small caps, 
however, which finished the 
day in nega tive territory. 

The FTSE 250 was never 
under as much pressure as 
the 100 index but gave up 
modest gains to settle 2.9 
lower at 5,525.4. having 
posted a 5.8 rise in the early 
part of the day. The FTSE 
SmallCap was up 3.9 at best, 
but fell Into negative ground 


less pessimistic. One said the 
majors would be shielded by 
improved refining margins 
and a lower tax charge. 

Nevertheless, they 
acknowledged that a fall of 
32 per cent In the oil mice 
since the first quarter last 
year, and 14 per cent since 
the previous . quarter, is 
bound to weigh On earning *;. 

Talk of a tie-up between 
Asda and Next refused to die 
and sent both stocks higher. 

Next, heavily marked 
down last week following a 
profits warning, received an 
additional boost from direc- 
tor share buying. 

David Jones, chief execu- 
tive, bought 100,000 shares at 


during the afternoon, even- 
tually closing at the day’s 
lowest, down <L9 at 2.6295. 

Dealers said the late surge 
in UK stock prices reflected 
a more relaxed attitude by 
US investors to yesterday’s 
meeting of the Federal 
Reserve's open market com- 
mittee, which met to deter- 
mine Interest rate policy. 

“The feeling in the market 
is that the Fed will leave 
rates on hold but we need to 
get the whole interest rate 
thing out of the way before 
London makes a decisive 
move in either direction,’’ 
said one salesman. 

He said there were many 


540p and the company added 
that the Next employee 
share option plan trust had 
purchased 1.25m at 546p. 

Finally, SG Securities pub- 
lished a “buy” recommenda- 
tion arguing that recent 
weakness created a good 
long-term buying opportu- 
nity in a quality stock. Next 
gained 29 to 579p. Asda 
improved 7 to 2Q2Vhp. 

Transport stocks were a 
focus of investor attention, 
with the aid story of a bid 
from British Airways spark- 
ing the advance at Avis 
Europe of 13 to 24iy*p, the 
best performance in the 
FTSE 25a BA, down 2'A to 
607’Ap, is said to seek a 


fund managers in London 
still fretting about the possi- 
bility of an interest rate rise 
here after the next meeting 
of the monetary policy com- 
mittee, which commences 
next Wednesday; the deci- 
sion on whether to increase 
rates or leave them on hold 
win be announced at midday 
the following day. 

The minutes of the Febru- 
ary meeting revealed the 
committee was split 4-4 over 
whether to lift rates, with 
Eddie George, governor of 
the Bank Of TfripfariH li n in g 
his casting vote to leave 
rates unchanged. 

Commenting oo the mar- 


ket’s technical picture. Rich- 
ard Lake at Brewin Dolphin, 
the stockbroker, said the 
FTSE 100 “remains in a 
strong uptrend and comfort- 
ably above its rising Eftday 
and 200-day moving averages 
and a move into the 6,000- 
6.500 area is not a particu- 
larly large rise”. But Mr 
Lake warned of his concern 
that two dominant sectors. 

retail lanfcg and pharmaceu- 
ticals. continued to ease in 
absolute terms. 

The ni g glin g worries about 
rates and sterling were only 
partly offset by more take- 
over rumours. Bid talk was 
notable in the retail area 


where Next was the star per- 
former, responding to 
reports that Asda. the food 
n ailer , could make an offer. 

power generators also 
attracted fresh support as 
talk that US predatore were 
circling the utilities contin- 
ued to gain credence. 

Oil shares were among the 
most disappointing areas. 
foiling across a broad front 
as dealers expressed scepti- 
cism over the likelihood of 
Opec and non-Opec coun- 
tries adhering to reduced 
output allocations. 

Turnover at 6pm was 937m 
shares, well up on Monday’s 
depressed level. 
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STOCK MARKET TRADING DATA 



Mar 31 

Mar 30 

Mar 27 

Mar 26 

MW 25 

Yf ago 

SEAO bargains 

7O032 

70977 

77,102 

73,0GB 

74,114 

57300 

Equity tumorer (Qnff 

- 

IB 

oa 

32406 

3617.6 

3955.7 

Equity bmualnet 

- 

na 

oa 

58749 

84.403 

67J06 

Stsuas tratfol Ml 

- 

IB 

IB 

847.0 

9509 

9802 

Total matket panpiiiat 

- 

IB 

m 

66,472 

75,409 

m 

Total banner 0^i« 

- 

Ol 

na 

49200 

49005 

na 

TOW tan Med (mh 

"9305 

IB 

na 

*11711 

112119 

IB 

TiadapaU tunnwr (Em] 

31.5 

54JI 

244 

205 

207 

U 

TndepaH shts traded 

O5G0 

11.054 

SJ047 

10.359 

7^92 

266 


iCteHiB HhdM ml i 


i bow M MUtag pur tuner. *IKM*tttfM«m.*1K|Aa 


■ tendon amtatt date 

Stan and UU* 82 Stock Ugh* red imm IfifEEqu 

Total Mas 789 Toni fofo 203 TaM can 

Total Fab 875 Total Low ‘ 43 Qfe 

Sum 1444 Puts 

Nv31 Data baud on Eqrty shares Uated on la tendon Shm Santee. 


SMtHfoteMH 

LSTE Equ&y OpfcXB 


Total Hghs 203 

Total contacts 

22.051 

Total Loan * 49 

cab 

9717 


Puts 

12734 


tie-up with car hire and tick- 
ets. 

First Group was also a 
strong FTSE 250 performer 
as the shares rose 11% to 
361%p following its success 
In winning the Hong Kong 
bus franchise. The deal, its 
first investment outside the 

UK, marks the ha girming of 
the group's ambitions to 
expand in China. 

Bailtrack ran into profit- 
taking and lost 31 to 980p. 
The shares had reacted posi- 
tively to the company's 
recent network management 
statement and an upbeat 
presentation to analysts. 

Relief at some good news 
for the hard-pressed biotech- 
nology sector sent Chirosci- 
ence racing ahead 60 to 
323%p. Zeneca confirmed 
expectations that it would 
take a stake in the comp an y 
and outlined its proposal to 
pay Chiroscience £15m for 
3J53m new shares. Zeneca, 
which is to pay 425p a share 
for the 32 per cent stake, 
eased 11 to £25.74. 

Oxford Molecular, the sup- 
plier of software to the bio- 
technology and pharmaceuti- 
cals industry, lifted 15 to 
192 V«p after turning in a 
profit for the first time. 


Nycomed dropped 13 to 
£22.37 after Nat West advised 
clients to “reduce” hoMingw. 
However, the non-voting 
shares gained 140 to £22.20. 

Smith & Nephew fell 12 to 
I66p after the company said 
Advanced Tissue Sciences, 
its joint venture partner for 
the Dermagraft a rtificial 
skin product, had received a 
warning from the US Food & 
Drug Administration about 
its manufacturing plant. 

National Power was the 
strongest Footsie performer 
in early trading on continu- 
ing speculation about a US 
bid. The stock was up 33. 
reflecting a rise in the Amer- 
ican Depositary Receipts. 
However, the rumours, 
which were sparked by a 
Sunday newspaper story, 
were fading fast by the after- 
noon. The shares ended the 
day fiat at 612p while Power- 
Gen, dragged along in the 
slipstream, remained 16 aloft 
at 836p. 


Hays higher 


If NATIONAL 

Abbey National 
First Capita] B.V. 

Can* 100,000,000 
Subordinated Collared 
Floating Rate Notes 2004 

Notice is hereby given that 
the notes will bear interest at 
6J75% per annum from 30 
March 1998 to 30 September 
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amount to CanS3214per 
CanSI.000note.CanS321.37 
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CanS3.213.70 per 
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Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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SER IES 291/96-3. Tra nche 1 
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Hays achieved one of the 
best performances in the 
Footsie as the stock bene- 
fited from a presentation to 
analysts. 

One analyst who attended 
the meeting said: “They 
were very impressive. The 
company showed us how 
they would double the size of 
the company within three or 
four years. And their plans 
look very achievable. They 
are probably one of the best 
business services companies 
around.” 


The shares rose 42 to 
£10.73. where they stood at 
about 33 times earnings, a 
similar rating to some of the 
more expensive information 
technology stocks. 

Rentoloi Initial benefited 
from the positive sentiment, 
and gained 10% to 364%p. 

The recent trend of strong 
results from construction- 
related stocks continued 
with Rugby Group, which 
beat most analysts’ forecasts 
with its underlying advance 
of 20 per cent to £77m. 

Tbe dividend of 4p was 
also usefully ahead of fore- 
casts and the shares 
responded positively, rising 
2% to 12SV4p In volume of 
4.1m. 

Elsewhere in building- 
related stocks, Rnberoid, the 
waterproofing systems 
group, gained 6 to lOlp after 
taking pre-tax profits from 
£L2m toSBJBm. 

Goldman Sachs down- 
graded its stance on Blue 
Circle from “market outper- 
formed to “market per- 
former" after recent results. 
Mike Betts at the broker said 
the shares were now trading 
in line with bis 367p esti- 
mate of fair value. 

He has also eased his fore- 
cast for eamfrig * per share 
by 0.8p to 27.6p for this year. 
The shares slipped % to 366p. 

Hepworth lost 5 to 259p 
after it announced foil-year 
figures that prompted some 
upgrades but gave no news 
on any takeover moves. 
There had been talk that 
VaEliant of Germany was lin- 
ing up a 270p a share bid. 

Pearson, the company that 
owns the Financial Times, 
resisted the market's early 
slide with the help of a reit- 
erated “buy” note from Mer- 
rill Lynch. The shares were 
firm all day and closed 2 
higher at 970p. 

A profits warning from 
GWR sent the radio station’s 
share price down 14 to lTOVSp 
and also dragged Capital 
Radio 39 lower to 705p in 
spite of an upbeat presenta- 
tion by Capital to analysts. 


FUTURES AND OPTIONS 
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Quebec 


U-S. $200,000,000 

noating Rare Notes. Series IJ. 
Due October 2005 

IxtcuadthnuSy pirated A to pifneat 
°t l«1ncl|>ai Sxl m um by 

PROVINCE DE QUEBEC 

NOTICE U HEREBY GIVEN tint for 
ibe latenst Period 1* April. 1998 to 
Its October, 1998. die Latere* tale 
writhe V 9% per annum 

The Iniensi pitiblr on 
iff October, 1998 jg 2 l&» Coupon 
No. IO will be U.S. Si 39. “9 per 
US. 45.000 Note and US. 52.TP5 W 
per OS SI 00,000 Nate. 

flfi Bank of Montreal 

aCdndidai.tiKM 1 a Arrfi. 1 9^0 


USD 20 000 ooo 000 

EURO MEDIUM TERM NOTE PROGRAMME 
OF S OOETE GENERALE. 

SGA S OOET E G ENKRALE ACCEPTANCE N.V. 

AND SOOETE GENERALE AUSTRALIA LIMITED 
SE RIES 4 779^- 1 2, TR1 
SOOETE GENERALE 

USD 200 000 000 FLOATING RATE NOTES DUE DECEMBER 2008 
1SIN CODE : XS0047942577 

Foe the period March 31. 1990 to June 3a 1998 
the new nta ins been fixed »6. 1875% PA 
Next payment due: June 3a 1998 
Coupon nr: 18 
Amount : 

USD I5&4I fbnfaedenomiQjtwntrf USD IQ0QQ 
USD I 564.06 for the denomamioa of USD 100000 
■fmrewomiJ'A'vwc agent 
SOOCTE C2E7CSALE BANK a-nSBTSA. 

tlrtJ, DM Earn Raw 

WOO LUXEMBOURG 




GT INVESTMENT FUND 

Socief* d’lnvcsrisscmcnt A Capital Variable 
69, route d'Esch, Luxembourg 
R.C. Luxembourg B 7443 

DIVIDEND ANNOUNCEMENT 

Shmcboklert are informed that GT INVESTMENT FUND win pay 
an interim dividend of USD 0.93 per A share and USD 0.93466 
I«r B share on April 14, 1998 to registered shareholders on record 
on March 31. 1998, 

Shares arc traded ex-dividend as from April 1, 1998. 

The dividend is payable to holders of bearer shares against 
presentation of coupon no 1 i to the following paying agents: 

Bayoische Vcretnsbank AG 
Kaidinal-Faulhobcr Sto$se 1 
8000 Mllncbcn 3 
Germany 

Credit Industrie! et Commercial 
66, me Viooire 
7500® Paris 
France 

Banqnc Imcmaiionalc h Luxemhouzg 
Route d'Esch 
1 470 Luxembourg 

Tbe Board of Directors 


Holders of Kemira Oyj shares are advised rhnt the 
AnncmJ General Meeting of the company will be 
held at tbe Kemira House, Helsinki, on 22 April 
1998 at 4 pjn. local time. 

Shareholders wishing to attend the Annual General 
Meeting must be registered in the list of the company’s 
shareholders kept by Finnish Central Securities 
Depositary Limited no laier than 17 April 1998 and 
must inform the Company Secretary by 2 p.m. GMT 
on 17 April 1998 at the latest of their intention to 
participate in the meeting. 

The -invitation to the Annual General Meeting was 
published in major Finnish newspapers on 31 March 
1 998. For further information please contact Kemira 
Oyj, Group Communicatidns, fax +358 10 862 1 797. 
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Quarter ends in more European records 


market focus 


WORLD OVERVIEW 


The end of a phenomenal 
first quarter for equities saw 
another batch of records on 
European bourses, includin g 
Copenhagen, Milan, Paris 
and Zurich yesterday, unites 
Philip Coggan. 

Returns in the first three 
months of the year have 
matched many people's 
expectations for the whole of 

1998. 

The S&P World index 
gained 13-1 per cent up to 


March 30. and If Japan la 
excluded the gain was 145 
per cent 

But Ian Harnett of Nat* 
West Securities, a long-term 
bull of European equities, 
said yesterday: Tor the first 
time in more than a year, we 
are becoming nervous about 
the excesses in the European 
bull market and are expect- 
ing a 5-10 per cent correction 
in the next 12 months.” 

Harnett said the 115 per 
cent gain In March was 

excessive and was the high- 


est monthly return since 
February 1091. The rise over 
the past three months was 
the biggest quarterly gain 
since January 1986. 

“With price/eamlngs mul- 
tiples In Europe at 23.S 
times, compared to 22 at the 

peak in 1994, valuations are 
also running ahead of them- 
selves, making the markets 
susceptible to higher bond 
yields if US growth Is robust 
or oil prices rebound.” 

He added that real Indica- 
tors, auch as the level of 


rights issues and the increas- 
ing level of Interest from 
retail Investors across 
Europe, were flashing red. 

Asian markets were sub- 
dued. In Japan, some modest 
purchases by public funds 
enabled the Nikkei 225 aver- 
age to close ahead, but the 
Tokyo market was still 
weaker than banks, which 
revalue their equities at the 
end of March, would have 
liked. 

In Thailand, the rock that 
started the Asian avalanche 


lad year, the market fell for 
the sixth day hi a raw after 
the central bank tightened 
its ippdftig rules. The effect, 
brokers said, would be to 
require weaker banks to 
raise mare capital. 

Meanwhile, Moody’s, the 
credit assessment agency, 
downgraded the ratings at 
five Thai banks - Bangkok. 
Krung Thai, Siam Commer- 
cial Thai Farmers and Bank 
of Ayudbya. 

All this did not deter Mark 
Moblus, the Templeton 


emerging markets fund man- 
ager, who said that large, 
well-capltalised Thai and 
Indonesian banks could be 
big winners from the Aslan 
flnanrtal crisis. 

The new regulations 
should help the biggest insti- 
tutions survive in the long 
ran. according to Moblus. 
“In Thailand, Bangkok Bank 
and Thai Fanners Bank are 
the big ones," be said. 
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Dow surges as 
FOMC meets 
on rate policy 


Dollar lifts Zurich exporters 


AMERICAS 


US shares traded higher at 
midsession as the Federal 
Reserve's open market com- 
mittee met to determine 
Interest rate policy, writes 
John Labate in New York 

At midday, the Dow Jones 
Industrial Average had 
surged 81.96 to 8,864.08, 
while the broader Stan- 
dard & Poor's 500 gained 
12.14 or 1.1 per cent to 
1,105.69. 

Falling oil prices ignited 
the transport sector. Airline 
stocks made steady advances 
as UAL, parent to United 
Airlines, gained $2% to $92 
and AMR shot np $3ft to 
$142%. Federal Express rose 
$3% to $70%. 

Bond prices also moved 
higher after the release of 
the Chicago purchasing 
managers report. Although 
the report showed a rise in 
economic activity, especially 
in employment and ship- 
ments, the closely watched 
prices -paid component was 
sharply lower, suggesting 
that inflation remains well 
contained. 

By midday the price of the 
benchmark 30-year bond was 
ft higher at 102®, sending 
the yield to 5.946 per cent 

Ranking and other finan- 
cial shares rose as bond 
prices rallied in morning 
trade. The Philadelphia 
Stock Exchange's banking 


Index shot up 1852 or 25 per 
cent to 852.52. Citicorp 
gained $3ft to $143, while 
Bank of New York rose $2% 
to $63ft. 

In the Dow, Allied Signal 
gained Sift to $4211, while 
Boeing rose $1% to $51% and 
United Technologies 
advanced $2% to $98ft. 

But Philip Morris was 
lower, off $1% to $41% the 
day after a congressional 
committee announced new 
tobacco proposals. 

The technology and small- 
cap sectors moved ahead. 
The Nasdaq composite was 
up 18.04 or 059 per cent to 
1,836.74, and the Russell 2000 
index climbed 3.18 higher to 
479.42. 

Semiconductor shares 
were especially strong. Moto- 
rola surged $2ft to $59% and 
Advanced Micro Devices 
jumped more than 8 per cent 
or $2% to $28®. 

Dell Computer rose $1% to 
$66 ft and Gateway 2000 
gained f lft to $47%. 

TORONTO was lifted by a 
strong banking sector and 
the TSE 300 composite index 
rase 27.78 by midsession to 
7,595.69, shrugging off weak- 
ness in resource stocks. 

The quarter-end portfolio 
shuffling by money manag- 
ers also supported share 
prices. Financials and Indus- 
trials were both 0.7 per cent 
higher, but price concerns 
hit oil and gas. 


Mexico slow on oil deal 


MEXICO CITY edged higher 
on month-end portfolio buy- 
ing and expectations that 
domestic rates would drop. 

However, trade was slow 
on mixed reactions to the 
Opec deal to cut output and 
as the market waited for the 
Federal open market com- 
mittee to review US interest 
rate policy. By midsession, 
the 1PC index was 19.27 
higher at 5557.73. 

CSFB has increased 
Mexico's weighting In Its 
Latin American portfolio, at 


the expense of Brazil and 
Argen tina 

The investment bank fore- 
cast a run-up of 15 to 20 per 
cent in dollar terms over the 
□met three months, against 
an 8 per cent decline so far 
this year. It noted: 

• signs the government was 
taking steps to ensure eco- 
nomic stability; 

• government moves to trim 
inflation and exchange rate 
volatility; and 

• the positive earnings out- 
look for top stocks. 


Anglo rally bucks rand fall 


SOUTH AFRICA 


Johannesburg mode a late 
dash to end the first quarter 
on a strong footing, and the 
overall index rose 40.7 to a 
seven-month peak of 7571.7. 

Anglo, the country's larg- 
est conglomerate, rallied 740 


cents to R23Q5Q as Institu- 
tions put the finishing 
touches to their portfolio 
performances, offsetting the 
shadow of the rand's all-time 
low against the dollar. 

Industrials gained 715 to 
8549. B and golds added 75 to 
8145 os bullion recovered. 


EUROPE 

A strong dollar and window 
dressing at the end of the 
first quarter sent ZURICH 
back into record territory, 
although analysts cautioned 
the market looked increas- 
ingly overbought and a cor- 
rection remained on the 

cards. 

The SMI Index rose 495 to 
7,5855, eclipsing the previ- 
ous peak set last Friday. 

Exporters gaining from 
the firmer dollar included 
Novartis. It jumped SFr36 to 
SFr2,710 and was was also 
recommended by Zurich 
KjmfmmTharife as a trading 
buy. 

Roche certificates added 
SFT150 to SFrt8,500, still 
recovering from last week’s 
losses, and Ems Chemie, 
SFrSO higher at SFt7595. 

Nestle ju mped SFrSl to 
SFi2513 as CSFB reiterated 
its buy recommendation gnd 
raised its 1998 earnings esti- 
mates. 

It was the turn of CS 
Group to outperform the 
financial sector with a rise 
of SFr450 to SFr3Q5. 

SAir Group, which on 
Monday said it was cau- 
tiously optimistic about 1998 
prospects, rose SFr22 to 
SFDr2,129. Food company 
Hero, which said it expected 
higher 1998 profit, rose SFrl5 
to SFr965. 

PARIS, too, rallied to a 
fresh closing high in spite of 
a mixed reaction to the Opec 
agreement to reduce oil pro- 
duction. Total lost FFri.1 to 
FFr744, but Elf, which 
announced a boost to Its 
reserves with 15 new off- 
shore blocks In the Gulf of 
Mexico, was marked FFrll 
higher at FFr812. 

Elsewhere, Eridania 
Beghin-Say, the Franco- 
I tali an food group, rose 
FFr42 or 3.5 per cent to 
FFr1540 after announcing 
net profit for 1997 at the top 
end of analysts' forecasts. 

Retailer Ptnault-Printemps 
surged FFr370 or 8.4 per cent 
as the group denied more 
market rumours it was plan- 
ning to sell Its Prln temps 
department stores. 

A FFr2i.io or 4.6 per cent 
rise in Schneider to FFr477 
was attributed to its rela- 
tively high proportion of dol- 
lar earnings. 

Bouygues rose FFr35 to 
FFr1580 ahead of its results 
announcement expected 
after the market’s dose. 

AGF gave up FFr4.30 to 
FFr348.70 on profit-taking. 
Analysts said that the share 
was overbought on Monday 
after a series of recent bro- 
ker upgrades. 

The CAC-40 index closed 
with a gain of 755B at 
35765L 

MILAN was supported by 
a switch out of bands Into 
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equities and the benchmark 
Mibtel index readied a fresh 
high. The index rose 280 or 
15 per cent to 24583, with 
banking shares stronger. 

Credit ItaUano rose L315 to 
15,045 after the release of Its 
1997 earnings, while Banca 
Intesa added L 892 to LI 1576. 

FRANKFORT kept the 

motor stocks firmly in its 
headlights on a day in which 
the broad market managed 
only a modest advance. The 
Xetra Dax index was just 


Greece 

Athene General indux 



cent of Royal Dutch Shell, 
lost FT L20 to FI 118. Grolsch. 
the brewer, was supported 
by speculation the company 
could become a takeover tar- 
get, and rose FI 4.30 to 
FI 5980. Tulip, the computer 
maker, plunged FI 2.10 to 
FI 5.10 an reports that it was 
seeking state aid. 

MAimro pri gwfl marginally 
higher in spite of weakness 
in Telefdnlca. The general 
index rose 1.08 to 888.67 as 
TelefOnlca. which lost PtalOO 
to Pta6,920, wiped out 
strength In hanks and utili- 
ties. Argentaria rose PtalOO 
to Ptal3500. while Papular 
gai ned Pt a2S0 to Ptal5 J50. 

ATHENS pulled back as 
foreign investors took to the 
sidelines and local funds 
unloaded stock after the 
market's spectacular run. 
The general index, up almost 
SO per emit since February 


26, dropped 7857 or 35 per 
cent to 2,005.82. 

Cement stocks were 
marked down as ABN Amro 
recommended Titan and 
Heracles General, saying 
that they would continue to 
ou t per f o r m the market Sus- 
tained growth in cement 
demand the shift from 
exports to domestic sales 
would result in a further 
widening of their operating 
margins. Titan lost Drl,7l7 
to Dr23,960 and Heracles was 
off DrtSO at Di7510- 

COPENHAGEN finished at 

a record high, fuelled by 
solid gains for selected 
stocks in an otherwise mixed 
market. The KFX top 20 
index rose 156 to 244.86. 

A government pledge to 
CIdbe a corporate tax loop- 
hole which has allowed some 
financials to reduce their tax 
burden hit Den Danske 
Bank, DKr4 down at DKr921, 
Tryg-Baltica, which lost 
DKrlS to DKr654. and Cow- 
dan, which gave up DKr4 to 
DKrL26a 

OSLO fell 1 per cent an 
weaker oQ prices aa scepti- 
cism spread over Spec's pro- 
duction cut agreement The 
Total index fell 14.4 to 
1562.44, led down by oil- 
related companies. Norsk 
Hydro fell NKi7 to NKi378 
and Saga Petroleum lost 
NKrS to NKrl36. 


Written and edited by 
Michael Morgan, Emlko 
TeTazono, Peter Hall end 
Paul Gregan 


Although the Finnish stock 
market has been one of the 
strongest European gainers 
this year, rising 32 per rent, 
this has not necessarily been 
due to the “Emu piny’ that 
has fuelled southern Europe 
and Ireland. 

European economic and 
monetary union will bring 
Identical short-term interest 
rates to Its participants, and 
long-term rates have already 
aligned to the benchmark 
German rate. 

Instead of a rally directly 
linked to the low interest 
rates, analysts say Finland is 
only catching up with other 
European markets In terms 
of valuations. 

Although Finnish equities 
have historically carried a 
high country risk premium 
because of the Finns' eco- 
nomic and geographical 
closeness to the Soviet 
Union, this has disappeared 
with the cold war. 

Finland suffered falling 
gross domestic product In 
the early 1990s after the col- 
lapse of the Soviet Union. 
However, it rebounded in 
1994 as it increased its trade 
with Europe and the rest of 
the world. Although unem- 
ployment remains high and 
domestic consumer demand 
remains sluggish, greater 
links with Europe should 
support growth. 

The recent moves in the 
market have also partly been 
due to distortions created by 
the large weighting of Hekla. 
the telecoms company, and 
the forestry group UPM- 
Kymmene. 

According to Merrill 
Lynch in London, Nokia 
accounts Car-34 per cent of 
the Hex index, while UPM Is 
about 8 per cent. 

Nokia has rallied this year 
thanks to the release of 
strong 1997 earnings that 
overshadowed concerns over 
the effect of the Aslan eco- 
nomic turmoil UPM. mean- 
while, has been supported by 
merger speculation and its 
announcement earlier this 
year that it would buy back 
up to 5 per cent of its shares. 
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hi spite of the relatively 

solid fundamentals, the 

recent rally has started to 
worry some analysts. Last 
month, a survey of Flnntab 
institutional Investors 
revealed that they bad 
turned cautious on domestic 
equities as price* rose. 

According to a quarterly 
poll by Gallup Markkhabtt- 
klms far Kouppulehtl, the 
daily business newspaper, 
about 80 pot cent of Inves- 
tors Nald Urey would invest 
in equities over the mil dot 
months, down from the 74 
per cent that had Invested is 
the past six months. 

Hans BostrOm. analyst at 
Paribas In London, Mimas 
that valuations are starting 
to look stretched. Onaprictj 
earnings ratio basis. Hel- 
sinki remains at a tfocount, 
with the market trading at 
21 times for 1998 against 22.7 
times for the rest of Europe. 
But on a price /cash flow 
basis the Finnish market Is 
13 times, higher tbah 
Europe's 8.3 times. 

Mike Finney, analyst at 
Dresdner Klein wort Benson, 
however, says companies 
like Nokia remain at a dis- 
count to European rivals. 

Merrill Lynch believes 
there could be a rally if Ger- 
man pension funds start 
buying Finnish shares once 
Emu starts - Although it Is 
too early to judge how 
strong demand would be. 
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SAINT-GOBAIN 
IN 1997 


2758 higher at the dose of 
electronic trade at 5,09756, 
with investors reluctant to 
commit fresh funds ahead of 
the US Federal open market 
committee. 

BMW dropped DM6750 to 
DM2.050.96 in the wake of 
1997 and first quarter 
results, with the carmaker’s 
plans to take over 
Rolls-Royce Motor Cars still 
weighing cm its shares. ] 

Analysts said that while 
the results were mostly in . 
line with expectations, news 
that an overvalued pound 
had significantly hart 
results in Its Rover division 
caused some concern. 

Volkswagen, which 
declined to comment on 
reports that it might raise Us 
offer for the UK luxury car- 
maker, fell DM34 to DM1,425. 

AMSTERDAM was hit by 
profit-taking in low-volume 
trade and the AEX index lost 
257 to 1,126.43. 

Concerns of oil price vola- 
tility hurt Royal Dutch. The 
group, which owns 60 per 


NET INCOME 
OF 5.6 BILLION 
FRENCH FRANCS 


Group sales are up by 17.2% on a comparable structure basis, mainty due to 
the consoldation for the whole year of POLIET consoWated since July 1st, 
1996. On a comparable structure basis, sales increase by 8.9% in French 
Francs and 3.2% in local currency. Sates are spW: France 38%; other European 
countries: 29.1%; America and Asia: 32.9%. 


Operating income is up 1 ,045 mffion French Francs and represents 9.8% cd 
sates, compared to 10.3% in 1996. The reduction of the operatfog margin of 
the Group is due to the consolidation for the first time for the foil year of the 
PCUET Specialised Distribution Division (POINT P and LAPEYFE), whose 
operating margin, as a percentage of sates, is structure lower than that of the 
industrial activities of the Group. Excluding Specialised Distribution, the 
operating margin of the Group represents 10.5% in 1997 against 10.7% in 
1996. 


The Board of Directore of 
SAINT-GOBAIN met on Mach 26th, 

1998 and approved the 

consolidated frianciai statements erf 
the Group for 1997. 

The final key consoBdsted figures of 
the Group confirm the estimates 
pubBshed in January aid are as 
follows: 


Income before tax and before results of sales of non-current assets 
increases by 629 mflfion French Francs. Financial charges increase by 461 
rrtffion French Francs due to the acquisitions. Reorganisation and other costs 
amount to 1,150 mfIBon French Francs, due to the important reorgar^sation 
program to reduce production costs and improve the Group's 
competitiveness. 


Results of sates of non-current assets are 2,014 mffion French Francs. This 
^ cxxne s mainly from profits resiiting from the disposals of CISE, 
VACHETTE and 600,000 shares of Cornpagnie Generate des Eaux. 


Funds injection boosts Nikkei 


ASIA PACIFIC 


A last-minute Injection of 
public funds Into the futures 
market boosted share prices 
In TOKYO on the lost day of 
trading for the fiscal year, 
writes Miehiyo Nokomoto. 

However, the Nikkei 225 
Index ended far short of the 
18500 level, widely regarded 
as on important benchmark. 

The Nikkei traded errati- 
cally throughout the day. On 
the positive side was the 
expectation that public 
thuds would come in to sup- 
port stock prices. A com- 
ment by the bead of the gov- 
ernment's tax commission 
calling for tax cuts of 
Y10500bn also spurred posi- 
tive sentiment 

Purchases by public funds 
were noticed towards the 
end of the session In the 
futures market which trig- 
gered arbitrage baying in 
the cash market Post office 
funds reportedly handed 
Y9715bn to trust banks to 
Invest in the stock market. 

At the same time, how- 
ever, substantial selling 
came from financial Institu- 
tions reducing their cross- 
shareholdings at the year- 
end. After a turbulent ses- 
sion. in which the Nikkei 
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tnoved between a low of 
116,178.22 and a high of 
16584.62. the index closed 

246.13 higher at 16.527.17. 

Volume rose to 650m 
shares, up from 395m on 
Monday. Winners outnum- 
bered losers 673 to 477 with 
103 issues unchanged. The 
Topis index rose 10.43 to 
1,251.7a 

Nippon Steel gained Yl to 
Y214 on news that It would 
use reserves to buy back up 
to 150m of its own shares, 
valued at about Y32bn. The 
yen's persistent weakness 
supported exporters such as 
Honda, which gained Y1S0 to 
Y4500. 


MANILA lost L6 per cent 
as investors became cautious 
following a drop in Aslan 
currencies and ahead of the 
US Federal open market 
committee meeting. The 
composite Index fell 3558 to 
223842. also under pressure 
from profit-taking in some 
issues that have done partic- 
ularly well recently. 

Among blue chips, PLDT 
lost 15 pesos to 1555 pesos 
and Ayala Land slipped 50 
centavos to 1855 pesos. 

The heavily traded Metro 
Pacific fell 6 centavos to 254 
pesos after it denied 
rumours of a possible 
merger between its tele- 
phone business. Smart Com- 
munications, and Filipino 
Telephone. 

BANGKOK traded lower 
as investors unloaded hank 
and finance issues after the 
central bank tightened rules 
an loans for local banks that 
are likely to force them to 
raise their capital. The SET 
composite Index was marked 
down tor the sixth strai ght 
trading day, losing 558 or L3 
per cent to 459.11- 

Analysts said sentiment 
was weak even before the 
government's announce- 
ment, after Moody's lowered 
the long-term subordinated 


debt ratings and financial 
strength ratings of the coun- 
try’s five largest banks. That 
outweighed comments by 
Mark Moblus, who runs the 
$15bn emerging markets 
fund of US financial group, 
Templeton Worldwide, that 
large, well-capitalised Thai 
and Indonesian banks could 
be big winners from the 
Asian flnftnrinl crisis. 

Bangkok Bank Ml Bt350 
to Bt8150 and Thai F a rmers 
Bank Bt2 to Bt7550. 

SINGAPORE saw late sell- 
ing after SIA dismissed spec- 
ulation that it was about to 
announce plans to merge Its 
foreign and local share 
tranches. SIA originally said 1 
a decision would be made by 1 
the end of March and 
rumours of a briefing led 
traders to believe that a 
merger announcement was 
imminent. 

SIA local closed 
unchanged at SS950, having 
touched a high of SS9.65, 
while SIA foreign finished » 
cents lower at SSU.6Q, off a 
low of S$11.40. 

Property stocks extended 
losses seen since the end of 
last week as profit-taking 
continued. The Straits Times 
Industrial index dosed 1958 
weaker at StljBMB. 
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^ ina gas ^?.* n 010 income tax- charge is due to the Improvement in pre-tax 
Inoome, profits on disposes and the new tax measures In France. The Impact 
of these measures is a higher tax charge of the Group of 328 million French 
■Francs. 
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Net income (Group's share) amounts to 5,628 mHHon French Francs. 
Eamtegs per share based on the total number at shares Issued at December 
31st 1997 (89,228,813 shares), are 63 French Francs, against 50 French 
Bancs In 1998 (86,642,216 shares). Excfocflng capital gpfos, but including the 
new tax measures of 323 mffion French Francs, vet income Is 4.300 mffion 

French Francs, an Increase of 3.1% compared to 1996. 


6 368 5 031 
5628 6 323 


Ca&i flow amounts to 11,100 million French Francs, an increase of 422 
nltiion French Francs over 1996. it represents 10.4% of sates against 11.7% 
in - 1 996. Before the additional exception^ tax charge on profits on r fi gnogate 
which amounts to 624 mttion French Francs, cash flow amoints to 11,724 


mlton French Francs.. 
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Capital expenditure amounts to 8.9 brffion French Francs and represents 
8.3%of sales. Acquisition of investments amount to 7.2 bffion French Franca 
including 2.6 baton French Francs for the acquisition of 1 7 % of POUET'in July 
1997. Net indebtedness Is 17.5 btttion French Francs. 



The Board of Doctors also approved the statutory accounts of COMRftGNE . ’ 
parent ( hoWio 9) of the Group, it recorded a profit r ‘ 

of 2,949 mffion against 2,079 million French Francs in 1996. 
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SAINT-GOBAIN 


The Board of Directors wS propose to the Annual General Meatfofl .aTthS 0 : ’ ; . 
^arahofoereofGCM^IE DESAINT-GOEA1N. vtfiich has been am*#*.;; 
tor June 25th, 1998, to distribute dividends of 1,650 mlKon French FranSfc- 
h 1 * 8 * 00 French Francs last year. The dividend per share itaWT 
therefore be 1850 French Francs, an increase of 1 .50 French Franca on foe.'.-: . • 
previous yea-. A tax credit of 9.25 French Francs should be adctod.'flMn&lSu;:’ '• 
gross dividend of 27.75 French Francs per share. This year, theposstoit/rf- . . 
2“ng for™ payment of the dividend by way of shares vM not be prtpoSOfc V.' 

wa be paid integrally m cash and the shares will be ex-dMclasi 
on Jme 29th, 1998. - - 
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The Arvwal Genaal Meeting wi» also be asked to approve the renews!.#**' • 

' °f ^ Jean ’ Louis BEFRA and Mr. Jacques-Loute LIONS, end-tha 
nomination, as an tedgponctent Director, of Isabete BQUlLOT, Exsojfoe ■■ 

icai ^Vp 0 ® 88 Depots at Consignations, and Mr. JaaHri *- - 

^MALDONADO, former Minister of the Economy In the Spanish 
Gwramment and currently President of the Spanish Banks Association aid . „ 
Eurapsan Un,on Baking Federation, who will replace Mr. 

Claude BEBEAR and Mr. Guy DEJOUANY 
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The world market for gathering, 
analysing and distributing data is 
likely to be worth $70bn by the end of 
the century, reports Panl Taylor 

Key role for 

business 

intelligence 


m™™ ‘ 




I n the dawning information 
age. knowledge may well 
turn out to be a company's 
most valuable asset - and 
the ‘business intelligence 1 tools 
used to acquire such insight 
could prove vital to building and 
maintaining a competitive edge. 

Big companies, including those 
in the retail and financial ser- 
vices sectors which have col- 
lected data on their customers 
and markets for many years, are 
now beginning to store it in huge 
‘data warehouses’ and then ana- 
lyse. ’mine' and manipulate that 
data for competitive advantage. 

Business intelligence - the 
gathering, management, analysis 
and distribution of data - enables 
companies to glean knowledge 
from their huge information data- 
bases, data warehouses and 
external data sources. This know- 
ledge can then be used to make 
strategic decisions about which 
markets to enter, which custom- 
ers to target and which products 
to promote in an effort to 
improve profitability. 

“Businesses are increasingly 
competing on the basis of infor- 
mation." says Ben Barnes, gen- 
eral manager of International 
Business Machines' global busi- 
ness intelligence business unit. 
"They are mining vast amounts 
of business and syndicated data 
and providing access to valuable 
data cm company intranets and 
the Internet" 

Three businesses are discover- 
ing new insights, and using that 
knowledge to drive decisions that 
make their companies mare com- 
petitive. says Mr Barnes. "This is 
largely a result of businesses 
aggressively seeking new ways to 
differentiate themselves and 
grow market-share in an increas- 
ingly competitive, global and 
deregulated environment" 
Highlighting the growing 
importance of the market for 
business intelligence (BI) market, 
IBM announced a company-wide 
BI initiative last month including 
partnership agreements with 
leading BI software developers 
such as Arbor Software. Business 
Objects and Cognos whose 
Impromptu and Power Play soft- 
ware has brought sophisticated 
online analytical processing tools 
to the corporate desktop. 

Inevitably, in an emerging mar- 
ket segment, there are many defi- 
nitions of business Int el ligence - 
a term coined by the Gartner 


Group a few years ago. However, 
IT analysts generally define BI as 
the ability to access and analyse 
information as required, and use 
it to make better business deci- 
sions. 

This broad definition embraces 
a number of technologies includ- 
ing data warehousing and data 
mining, query and reporting, 
executive information systems 
(BIS), decision-support systems 
(DSS) and multi-dimensional 
analysis or OLAP (online analyti- 
cal processing) tools. 

Ron Zambonini, chief executive 
of Cognos. has a simple defini- 
tion. "Business intelligence is 
what industry-leading corpora- 
tions rely upon to ensure suc- 
cess,” he says. "Integrating his- 
torically separate functions such 
as data access, reporting, explora- 
tion, analysis, and forecasting, 
business intelligence gives deci- 
sion-makers the information they 
need to find solutions to business 
problems.” 

Some estimates suggest that 
businesses today only use 
between seven and 10 per cent of 
the data they have themselves 
generated over the years. 

In part, the move to analytical 
systems has been fuelled by tech- 
nological advances including the 
arrival of relatively low-cost 
high-power parallel processing 
systems, inexpensive data stor- 
age and the development of new 
algorithms for data mining. At 
the same time, the rapid develop- 
ment of corporate intranets has 
provided an easy and powerful 
way to distribute the knowledge 
gleaned from BI systems. 

Estimates for the size of the BI 
market van' dramatically. IBM, 
quoting the Palo Alto Manage- 
ment Group, claims the business 
intelligence market will grow to 
be worth as much as $70bn by 
the turn of the century. 

What is beyond doubt is that 
the BI market is growing rapidly. 
"As businesses try to differenti- 
ate themselves in a more compet- 
itive ’e-business' environment, 
they are relying on business 
intelligence as the nucleus of an 
integrated customer relationship 
management programme," says 
IBM's Mr Barnes. 

“The business intelligence mar- 
ket is very hot and is becoming 
increasingly mainstream, with 
some segments experiencing 
year-over-year growth of more 
than 100 per cent," says Howard 



Driffing through the data mountain yields golden nuggets of business information 
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Dresner, research director of the 
Gartner Group a leading author- 
ity on BI markets. 

Some elements of BI are not 
new. For example, Comshare, 
founded in 1966, pioneered OLAP 
tools with a product called Sys- 
tem W, launched in 1882. and by 
the mid-1980s the first EES sys- 
tem, Pilot's Command Center, 
bad bees developed. 

In 1990, Cognos launched Pow- 
er Play, the first desktop OLAP 
tool and throughout the 1990s the 
pace of development has acceler- 
ated, helped along -in 1993 by the 


publication of a seminal paper.by 
E F Codd & Associates commis- 
sioned by Arbor Software and 
entitled Providing OLAP to User- 
Analysts: an IT Mandate. 

Today, Nigel Pense, one of the 
authors of The OLAP Report, the 
sector Table’ published by Busi- 
ness intelligence, a London-based 
research, publishing and confer- 
ence group, says there are mare 
than 30 companies claiming to 
provide online transaction pro- 
cessing (OLTP) products. 

“BI and OLAP data -mining 
tools are concerned not with 


what happened yesterday, but 
what the data can tell us about 
tomorrow,” says Ian Mecklejohn 
of Business Intelligence. 

The OLAP Report estimates 
that the fragmented OLAP mar- 
ket, which Is led by Oracle, Hype- 
rion Software, Comshare, Cognos 
and Arbor Software, was worth 
about $lbn in 1996 and about 
Sl.4bn last year. The entry of 
Microsoft into the market later 
this year with an OLTP server 
code-named Plato, is likely to 
boost a technology already on the 
verge of wide-scale acceptance. 


However, the launch of Micro- 
soft's offering could also trigger 
the restructuring of a market 
which The OLAP Report says has 
shown a 40 per cent growth rate 
over the past four years. "We 
expect this to drop slightly In 
1998 and in later years for several 
reasons - it is hard for markets 
of this size to grow so rapidly, 
there is a degree of market satu- 
ration, and we expect average 
prices to reduce sharply once 
Microsoft enters the market - 
though volumes will grow more 
strongly than ever." 

In another segment of the over- 
all BI market. International Data 
Corporation, the IT market 
research company, estimates that 
the market for data warehouse 
hardware, software and services, 
will grow from $8.1bn in 1996 to 
$23.8bn in 2001. a compound 
annual growth rate of 24 per 
cent. 

Data warehouses and data 
marts - smaller repositories for 
departmental data - account for 
the bulk of BI revenues, says 
Richard Bast, vice preseident of 
Enterprise Systems for NCR. the 
leading data- warehouse vendor. 
Among NCR's clients, Wal-Mart, 
the US retailer, has built the 
world’s largest data warehouse 
containing 24 terabytes of data. 
(If a book contained a terabyte of 
information, it would be 32.000 
feet high - taller than Mount 
Everest.) Mr East emphasises 
that companies need to take a 
holistic view of BI and not just 
focus on the in frastr ucture - “BI 
has to be aligned to business 
strategy." be says. 

According to a Dataquest sur- 
vey, published in February, data 
warehouses are being used for a 
wide variety of decision -support 
requirements ranging from ad 
hoc questions and executive 
information systems to business 
intelligence and OLTP. Overall, 
the finance, marketing and sales 
departments are viewed as the 
most important users of data 
warehouses, although man; com- 
panies are also providing access 
to data warehouses for customer 
service, new product develop- 
ment and human resources 
departments. 

A third of the European compa- 
nies interviewed by Dataquest 
use their data warehouse systems 
for targeted marketing cam- 
paigns while one fifth see data 
mining as the systems’ most 
important role. According to 
Meta Group, the US-based market 
analyst, the market for data min- 
ing tools in 1994 was worth just 
$50m but had grown to around 
S300m last year and is predicted 
to reach $800m by the year 2000. 

Other rapidly growing areas of 
business intelligence include data 
visualisation tools such as those 
developed by SAS Institute which 
help business managers interpret 
the results of data mining exer- 
cises, and performance manage- 
ment application software such 
as Co m shar e's Commander Deci- 
sion which is designed to provide 
line managers with the informa- 
tion they need to make business 
decisions. 

David Allcock, in charge of 
Co ms hare’s UK and European 
distributor operators, claims the 
technology behind the latest ver- 
sion of Commander Decision. 


Market size 

Ortkn analytical processing (OLAP) 
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launched a few months ago, 
"gives users a way to easily cull 
relevant information for analysis 
from what would otherwise be an 
overwhelming amount of data - 
it takes visual understanding of 
large volumes of data to a whole 
new level for our customers." 

Similarly, SAS Institute 
believes its tools will help trans- 
form the use of corporate data by 
enabling users to discern pat- 
terns and trends which were 
obscured from view. For many 
companies, attempting to inter- 
pret data is like “trying to drink 
from a fire hose,” says Alastair 
Sim, head of product manage- 
ment at SAS in the UK. 


S ignificantly, companies 
such as SAS, Comshare 
and Cognos are also 
opening up BI applica- 
tions to a much wider corporate 
audience. As Howard Dresner of 
Gartner notes: "Up until the 
early to mid-90s. business intelli- 
gence was an esoteric discipline 
- reserved for statisticians and 
analysts. The BI market was 
small, where a limited number of 
software vendors thrived by sell- 
ing complete development envi- 
ronments replete with multi-di- 
mensional databases, modelling 
languages, statistics and user 
interface tools." 

BI software was also expensive, 
typically costing between $2,000 
and $8,000 per user. 

However, over the next few 
years, Mr Dresner predicts that 
there wfl] be “a maelstrom" In 
the BI market. He forecasts that 
this whirlpool will be driven on 
the demand side by the emer- 
gence of BI as a mass market, 
growing deployment sizes, user 
'graduation' to increasingly 
sophisticated functionality and 
the importance of enterprise 
resource planning applications. 

Supply side forces include the 
entrance of large BI vendors such 
as Microsoft and Oracle, ongoing 
consolidation and acquisitions, 
the loss of differentiation, the 
importance of the web and the 
emergence of BI applications and 
suites. Against this backdrop, 
analysts insist that information 
is no longer a tactical tool, but a 
strategic ‘differentiator’ that sep- 
arates high growth businesses 
from those soon to be left behind. 

“Powerful, transaction-orien- 
tated information systems have 
become standard in every major 
industry, effectively levelling the 
playing field for corporations 
around the globe,” notes IBM. 

"Industry leadership now 
requires analytically-orientated 
systems - the systems that gen- 
erate information on which pivot- 
bal strategic decibsions can be 
made." 
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There are lots 
of ways for 
your business 
to enter 
the Internet 


This is 
the door 
the 

builders 
put in 


The promise of networked commerce. 
Stronger customer relationships. 

The ability to rapidly respond to 
a constantly changing marketplace. 

Where Acre’s a reason to put your 
business on the Internet, Acre’s a reason to 
rely on Ae expertise, strengA and security 
of Cisco Systems - Ae company Aat 
brought Ae Internet A business. 

Look for Ae Cisco Powered Network 1 ” 
marie. Ft means your network service 
provider uses Cisco equipment - Ae 


common platform that lets your network 
work with any oAer network on Ae planet. 

Which is why Cisco Powered Network 
service providers are uniquely equipped ro 
make Ae Internet work for you, wheAer it’s 
Internet access, ATM, frame relay or other 
data services. 

To find out more, visit our website at 
www.cisco.com. And let a Cisco Powered 
Network service provider 
open up Ae Tntemer 
for your business. 
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Governments and financial markets are 
finally realising -the. seriousness of the 
Millenium Bomb, reports George Black 


Net security causes concern 


Awareness of year 2000 
crisis reaches the top 


Governments, stock markets and 
Insurers are at last waking up to the 
potentially catastrophic Impact of 
systems failing to recognise the 
year-field 'Off as meaning ■2000*. 

In the UK, the government-supported 
Accounting Standards Board has 
issued an instruction to all companies 
to disclose their year 2000 plans, 
including an assessment of the risks 
and the costs involved in handling the 
issue, in their current year's accounts. 
The London Stock Exchange has 
written to listed companies urging 
them to act on this instruction. 

Andrew Lennard, technical director 
of the ASB's urgent issues task force, 
noted that in a civil action against a 
company which did not comply the 
directors could he held personally 
liable. 

The French Stock Exchange has 
insisted that companies must present 
their shareholders with credible 
strategies to tackle the date change. 

Companies must disclose in their 
1996 accounts the nature of their 
preparations, contingency p lans , costs 
and the likely impact on their finan cial 
results, ordered the operations 
commission of the Bourse. This follows 
a report by management consultancy 
Ernst & Young which said that France 
was lagging behind other countries in 
dealing with the crisis. 


The Australian government has 
written to Its listed companies 
requiring them to provide information 
on their year '2000-readiness by the end 
' of June! The German financial 
authorities are reported to be 
discussing similar action. Last year, 
the US Securities and Exchange 
Commission ordered US firms to 
disclose their progress on the issue. 

The. authorities worldwide are 
recognising that the staff shortage is 
the most worrying aspect of the 
situation:- In the UK's recent budget, 
£90m was allocated to a training 
scheme toincreasethe number of 
JT-skilled people. - 

Sceptical reaction 

The Industry- is sceptical about the 
plan, however. Terry -Hallo, 
vice-president of software tools vendor, 
Reasoning, says it is not passible at 
this late stage to put people through a 
short training course that Will enable 
The European IT Observatory reports 
than an acute shortage of programmers 
and analysts is affecting the entire 
European industry. In the next five 
years, Europe will need between 1.5m 
and 2m more IT professionals. In the 
US, industry representatives have 
claimed there is a shortage of 340,000. 

Next month, the UK government will 


introduce tax relief as an incentive for 
firms to address the so-called 
millennium ‘bomb’ problem - or the 
‘Y2K’ issue,' as it Is also called. Tax 
relief on systems changes could be 
claimed as current expenditure, in the 
year in which money Is spent, rather 
than as capital expenditure spread over 
four years. 

However, this measure also drew 
criticism from industry, ^nwi it * 
could mean that companies are 
encouraged to de-bug systems which 
would be better replaced. In London, 
marine and aviation insurers are . 
looking for ways to introduce exclusion 
clauses into their contracts to protect 
themselves against the possible impact 
of systems failures. 

Predictions of the impact of the crisis 
continue to worsen. Ed Yardini, chief 
economist at financial services firm 
Deutsche Morgan GrerrfelL says there 
was a h%h chance that the YZK 
problem could spark off a global 
recession. Concerns about the effect on 
public services are also growing. In the 
US, a report by Congressman Steven 
Horn said that US government 
departments were badly behind in their 
efforts to achieve compliance. In the 
UK, the Conservative Party has called 
on the government to guarantee that 
public services will function on 
January 1, 2000. 


PC sector worries shrugged off 


Investors appear to have 
shrugged off worries about a 
possible slowing down of the 
persona] computer business. 

Profits warnings from 
Compaq, the leading PC sup- 
plier, and Intel, the chip- 
maker, caused a temporary 
blip in confidence, but very 
soon finan cial markets were 
back to normal. 

Intel's statement caused 
the US and European stock 
markets to be marked 
sharply down. 

The chip maker said it 
expected revenues to be 
down by about 10 per cent in 
the first quarter of its year 


compared to earlier quarters. 

Compaq said its first-quar- 
ter results would be less 
good than expected because 
of a slowdown in the US 
market in the first quarter of 
the year which had caused a 
build-up of inventory. 

Analysts said Compaq's 
weaker position was also 
due to Increasing competi- 
tion for PC sales in the US 
from IBM. 

Compaq’s warning hit the 
shares price of competitors, 
including Dell and Gateway 
2000, and components suppli- 
ers such as disk drive mak- 
ers Quantum and Seagate 


Both announcements sig- 
nalled that competition is 
increasing and profits in the 
PC sector could continue to 
be affected. 

For Intel, the shift to 
under-Sl.000 machines could 
mean that personal manu- 
facturers will buy more from 
its competitors Advanced 
Micro Devices and Cyrix. 
AMD’s share price has gone 
up since Intel's felL 

For Compaq, there is a 
price war which began 
towards the end of last year 
and is now getting tougher. 
The leaders seem to be 
increasing market share at 


the expense mainly of sec- 
ond-tier vendors but also at 
the expense of their profits. 

Compaq and Hewlett-Pack- 
ard among others have cut 
the prices on personal com- 
puters and and servers 
recently. Analysts at IDC 
and Dataquest say that PC 
sales have been increasing 
as a result of lower prices 
but profits of the manufac- 
turers must be suffering as 
they are in effect buying 
market share. 

IDC said prices were down 
25 per cent in a year and 
were falling faster than at 
any time since 1991. 
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Hot Shot. 


“The CEO said, ’let me see If I've got this straight You're saying you can implement .- " |~ * 

a worldwide storage system that will actually increase the company's performance and j£: M -I . 
reduce costs?' I instantly said yes. And he replied. You have sixty days to show me (9'^ 
how.' I remember the day StorageW presented their recommendations. Because that 
was the first night 1 actually got some sleep." Call StorageTek today on 01453 737277 
or visit us on the Web. Because in this world of multiplatform computing, the right choice In storage 
can mean the difference between proving yourself every day — and proving yourself once and for ail. 


US and European 
government officials have 
been (Uwosshig bow the 
Internet can be made more 
secure, after hackers broke 
into systems of US 
government departments ' 
and the space agency, 
NASA-. 

An Israeli teenager was . 
arrested and five other 
young people in the US and 
Israel were questioned in 
connectknL with the 
incidents. Since then, a 
number of corporate Web 
sites have been defaced by 

hackers in apparent 
"revenge’ attacks. _ 


Meanwhile, the Clinton ; .. 

is seeking ; 

funds lk-om Congress for a 
crackdownon backing. The 

H ffmlw rtf q Hmhial ' 

ggaherf ha dwe i in the US 
has more than dabbled in : .i 
the past year.the Federal. 
Bureau ^Investigation . 
told a senators’ hearing.. 

Hacking and viruses are . 
thetwo biggest threats to 
the Intranet, accordingtoa 
survey carried ont by NOP J 
. for the UK’s Department of 
Trade and Industry and a ' 
number of Industrial 
partners among 1,000 TO - 
information security 
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E-commerce 
set to boom 


I ntarFarnm, the IT ven- 
dors’ consortium, says in 
a new white paper that 
the level of business transac- 
tions on tiie Internet is still 
low but is. set to explode as 
more mature products are 
delivered to the market The 
World Trade Organisation's 
report Electronic Commerce 
and the role of the WTO esti- 
mates that the volume of 
electronic commerce could 
rise to $3Q0bn by the end of 
the century. 

BiterForum website: kttp-H 
toune.rnteTfbnm.aro 

Brighter 
prospects for 
Netscape 

Netscape, the company 
that invented the browser 
software that sparked the 
Internet boom. Is poised to 
become a strong player in 
electronic commerce,' despite 
gloomy reports an fts finan- 
cial position, contends Olga 
Information Group. 

The market research firm 
says Netscape has developed 
strong Internet-based tech- 
nology and has won some 
large customers, so Compa- . 
nies exploring e-commerce 
should not dismiss it as a 
viable player. 

Users want tfaJn 
clients 

Morse Group, a UK work- 
station reseller, conducted a 
survey which found wide- 
spread approval for the can- 
| cept of network computing. 
Out of around 200 IT direc- 
tors and managers in UK 
companies, 93 per cent 
intended to use thin clients 
or network computers. But 
most were held back by lack 
of software and lack of band- 
width. 

The US research group 
Zona says the worldwide 
market for thin clients grew 
35 per cent last year to a 
total of 350,000 units - stm a 
relatively tiny number com- 
pared to the PC business. 
International Data Corpora- 
tion (IDC) says that IBM, 
Sun and Hewlett-Packard 
are the best-known brands of 
network computer (NO- 
The machines are spread- 
ing slowly but would do bet- 
ter If the vendors would 

ex plain their benefits more 

clearly, says IDC. It says 
NCs are mainly being 
deployed instead of personal 
computers - rather than ter- 
minals and 80 per cent of 
users are aiming to cut the 
cost of ownership. 

IT is seen as an 
overhead 

Most FT expenditure is still 
seen as a cost overhead, 
rather than as an irivest- 


fftenagers.The report 

use of the Internet was . 
hksly to boost the number - 
of security broaches. 

However, the survey said 
itwas apathy ratbo - than 
concern about security . ' " 
which -was boUtogbacK 
■- many. UK companies firtun ■ 
reing the Intranet for. T . : 
electronic commerce. - 
■ .tt predicted that when .. 
businesses became more 
enthusiastic about string ... . 
tiie Internet they, would' . 
also become more 

- concerned about security 


men t in competitive advan- 
tage, according to a study by 
Cambridge fnfnrwiafion Net- 
work, 

ON. an offshoot of the' US 
company, Cambridge Tech- 
nology Partners, says that 
few companies consider mea- 
suring return an investment 
based cm 'softer" issues such 
as increased productivity or 
contribution to strategic 
objectives. “For the vast 
majority; the techniques for 
measuring ROI remain 
focused on payback on 

: investment," it sayB; 

Corporate web 
sites condemned 

The web sites of the UK’s 
top lOQ.companles are poorly 
rated in a study by the Inter- 
active Media in Retan 
Group. Only 2 per cent are 
given the highest rating of 
five stars. Nine of the com- 
panies are still without a 
site. 

IMRG says the general 
level of understanding and 
commitment demonstrated 
by the sites' is “woefully 
inadequate” and gives share- 
holders little reason to be 
confident. It argues that 
almost no company is doing 
this type of development 
well an its own. 

External partnerships and 
opinion are essential to 
gnnftift companies to “think 
~ontside the box," tt says. 

Net software 
piracy soars 

Internet-related software 
piracy is at an all-time high, 
says the Federation Against 
Software Theft In January, 
tt amounted to 28 per cent of 
all software piracy, up from 
20 per- cent the previous 
month, the association esti- 
mated. 

More staff go 
freelance 

Around a third of IT staff 
leaving user -companies are 
going freelance, rather than 
moving to another employer, 
according to a UK survey by 
Hay Management Consul- 
tants. Staff turnover has tre- 
bled In the past five yeare.to 
10 per cent. Recruiting diffi- 
culties are being experienced : 
by 70 per cent of companies. 

CeBIT breaks 
records - 

Around 670,000 visitors 
attended CeBIT last ' month 
confirming the Hannover- 
based information technol- 
ogy show as the world's larg- 
est FT extravaganza. More 
than 7,000 companies exhib- 
ited at the show. See report 
on page 17. 


.viruses were a much bigger 

concern for Intranet users 

thaw credit card Brand, it 
noted. . 

' A study of the Internet by 
market research firm Ovum 

found that less than half of 
.400 business users across 
Europe were concerned 
tfkftft security. Ovum said 
■the figure was surprisingly 
low compared to previous 
studies t l»k was partly 
bebaose offanproved 
methods of protection such 
as firewalls. 


IT and the law; see reports. 

pages 12-14 



THE MONTH IN BRIEF 


Bill Gates testifies 

Microsoft chairman Bffl Gates gave evidence before the US 
Senate Judiciary Committee in its investigation into the alleged 
breach of an ugi uu mmt regulating the company’s licensing 
terms. 

Competitors have claimed that Microsoft, the world’s largest 
software company, operates an unfair monopoly by forcing 
personal computer manufacturers to instai its Internet access 
software Internet Explorer with Its PC operating system 
Windows. 

The US Justice Department has now extended Its Inquiry into 
Microsoft’s role in developing the Java languaga A poll carried 
out by the industry analyst Xephon among 230 IT managers 
worldwide found that. 60 per cent of them thought Microsoft was 
now more influential them IBM had been in its heyday - only 9 
per cent said they did not believe this. 

Java for windows 

Microsoft has said ft is to introduce Java tools (Inked to its 
Windows operating system, thus fiether angering rivals who 
hope Java could become a platform-independent 
industry-standard languaga Microsoft said its J++ development 
toots would enable developers to write software for use on 
Windows only. 

Sun Microsystems, IBM and others have accused Microsoft of 
trying to undermine their efforts to produce a language which 
cotrid run on any operating system. Microsoft argues that its 
tods will make It easier for people to write appfcadons In Java. 


CA drops CSC bid 


Computer Associates chopped Rs $9.8bn hosffle bid for 
Computer Sciences Corporation after an acrimonious public 
wrangle. CA chief executive officer Chartoa Wang said it might 
renew Its interest if CSC’s share price fell. Its withdrawal leaves 
CSC looking for n partner, which it had begin to do before the 
bid by CA. Analysts say that CSC is still an attractive target for 
a predator because its performance has been poor, but the 
outsourcing business In which it is Involved is growing rapidy. 
CSC has said it Intends to remain independent 

Wang buys Olivetti sendees 

Wang Laboratories, the US former computer maker turned 
software developer, has bought the computing services arm of 
Oflvetti, the Italian computer maker tuned telecoms compa n y. 
Oflvetti Is handing over Its Olsys operation to Wang, which In 
exchange is giving Oflvetti an 18.6 per cent stake in its business. 
This makes Olivetti Wang's largest shareholder, but at a high 
cost - Oteys made up more than 60 per cent of Ofivetti’s 
revenue. 

OOvettl had already disposed of its loss-making personal 
computer business. There has been speculation that 
Mannesman, the German company, may be looking to buy a 
stake in Oflvetti. but Mannesman has denied any such plan. 

ICL to float in 2000 

[CL, the UK subsidiary of Japanese computer maker Fufttsu, has 
confirmed that It Intends to float on the London Stock Exchange 
fn 2000, after announcing a return to profit In the past year. 
Pre-tax profit for 1997 was £3Qm on revenue of £2.4 7bn, 
compered to a loss of £2 -5m on revenue of £2_9Zbn last year. In 
the pest three years the com pa ny has moved from computer 
manufacturing Into computing services. 

Web via power lines venture 

Nortel and United Utfflties have formed a joint venture company 
to seU Internet access via the electricity fines. The technology 
was developed by Nortel and Norweb Communications, part of 
United Utilities. The Joint venture, Norweb DPL (Digital 
Powertine), intends to promote a service offering Net access 
through the power lines at one megabit per second - ten times 
faster than ISON. 

Emu specification published 

BASDA, the Business and Accounting Software Developers' 
Association In. the UK. has pubfished a specification for 
producing software systems that can cope with transactions 
involving the euro curency. It promises to certify systems as 
capable of handling the task. 

Oracle profits up 27 per cent 

Leading business software vendor Oracle produced better than 
expected financial results tar the third quarter of its year. Its 
profit was up 27 per cent to $21 5m on revenue up 27 per cent 
to $1.75bn. This amounted to 22 cents per share, against an 
analysts' consensus expectation of 19 cents per share, as 
stated by FirstCail. 

The company lost around half of its market value after It said 
to December that Its sales had fallen off. tt has blamed part of . 
the trouble ori the south-east Aslan financial crisis. More .. 
recently It has referred to strong competition from Microsoft |rv 
the dat a ba s e market and SAP in the applications market- 

SNI seeks US growth 

Sjemens-Nbcdorf Information Systems must grow its business in 
the US, If necessary through acquisition, in order to compete Jn 
'the top league of TT companies worldwide, said its president and 
chief executive Gerhard Schutmeyer. Expanding toe company In 
the US was the man challenge he would face in-the next year 
before he resigned his post as chief executive. - 

Andersen up 25 per cent ' 

Andersen Consulting, the leading IT servtdss company, reported 
a 25 per cent increase In revenue to $6.Bbnfor 19$7; The ' 

conpany saw tt was the fourth wnaeoitfve" year In i^fch ' 

growth was greater than 20 per oenttt.cfld best hi thfUQ vrtwre 
revenue was up 29 per cent, fotowedby the European and' ■ » 
Middle Eastern region, 23 par cent, arid Asia Pacific. 16'peT 
c ont-The strongest growth was in the energy «ector,followed by 
electronics. 
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Bob Finocchio 
surprises 
Wall Street 

Informix, the database pioneer, 
sharpens its market strategy 


B ob Finocchio, president. 

chairman and chief 
executive of Informix, the 
riatahasft gr ou p, does not mince 
words. “I would say, six months 
ago we were pretty much 
dog-meat," says the former 3Com 
Systems president who took over 
at Tnfnrmhr in July last year. 

“I think when we made our 
amw nnw> ny^ m mid-November 
about our plans for recovery, 

r a wt m rt nri ng, rec ap i talisat i o n 

completion of the [results] 
restatement, there certainly was 
some level of scepticism about our 
ability to execute, and Wall Street 
pre t ty much stayed on the 
sidelines.” 

Not any longer. In February, 
Informix startled Wall Street not 
with another profits warning — but 
by reporting framing* of five cents 
a share for the 1997 fourth quarter, 
irmtemi of the «ww»n^ is 16 cents a 
share loss analysts had expected. 
"For the first trma in a long time 
we were able to give them a 
positive surprise,** says Mr 
Finocchio. 

Indeed, ii»« than a year ago, 
there were serious doubts about 
whether +hfr database pioneer, 
founded in 1960 by Roger SippI and 
Laura King, would survive at alL " 
Shares in the «im p any plunged 
last year after Informix reported a 
sharp decline in revenues and huge 
first quarter losses. 

As the company's financial 
diwi< vi nnw came under increased 
scrutiny, shareholders responded 
by launching a handful of lawsuits 
and called for the resignation of 
Phil White, Informix’s former 
chairman and chief executive. Mr 
White left Informix shortly after 
Mr Finocchio was appointed. 

Mr Finocchio, who studied 
eco nomi cs at s«nta Clara 
University and then graduated 
from Harvard Business School, 
began his career at the Bank of 
America in 1975, progressed to 
Holm, tiie telecoms equipment 
group, and joined 3Com, the 
networking equipment group, in 
1988. 

At 3Com, he helped reposition 
and grow the group and was 
named president of 3Com Systems 


in 1996. But he knows the 
challenge lacing him at Informix is 
much bigger. “There is a huge 
amount of work stfll to be done,” 
he says. “While the fourth quarter 
was encouraging, and rm very, 
very pleased with it, we are under 
no illusions about bow hard the 
work is that we still have to do." 

TTfs Initial taak WHS to Stabilise 
the company. “We announced our 
plan on November 18 and by that 
time we had achieved a lot. in 
terms of completing the 
restatements, reducing operating 
expenses, raising additional capita] 
and guaranteeing to people that 
the company was on a stable 
financial footing. 

“We announced at that time that 
our focus was going to be on the 
riatahagp marketplace. Sinm than 
we have honed our message 
considerably." 

While most of Informix's rivals 
have been diversifying. Mr 
Finocchio says Tnfn rmhr wants to 
be known as Informix. the 
database company. “It is our 
objective to be the best database 
company in the world. 

“This is somewhat controversial, 
but this is very simply a ‘stick to 
the knitting* kind of strategy. This 
is what we are good at, we have a 
strong reputation and we have 
substantial leadership with our 
technology. I'm convinced there is 
a strong and attractive market 
available for us.” 

He splits the database market 
into three broad categories - the 
low-end, mid-range and high-end. 
The low-end of the market is 
dominated by Microsoft and 
shrink-wrap products. “They can 
charge anywhere from a very low 
price to zero for the product so it is 
not an attractive market for us," 
he says. 

S imilar ly, while he acknowledges 
that the mid-range market - which 
includes ‘industrial strength 
databases’ sold mainly to support 
packaged applications such as 
SAP, Baan and PeopleSoft - is an 
important market, he adds. “It is 
also a difficult market because 
databases in this segment have 
been somewhat commoditised and 
it is very hard for database vendors 



Hnocchfcx *We wM focus on the h&i-ond of the database market 1 


to differentiate products.” 

As a result, he says the 
mid-range Hatahaaa market T»a* 
been subject to very intense price 
competition. “While this is an 
important market for ns, we have 
to be careful again that we don’t 
optimise our business model 
around it because it is the lowest 
gross mar gin business." 

I nstead, Mr Finocchio says 
Informix win focus on what he 

railed “the hi gh-end " of the 
database marketplace. “Hi gh- end, 
not SO much defined as big 
customers, but hi gh-end as defined 

by customers who have high levels 
of requirements - customers who 
use information technology as a 
source of competitive advantage." 

Typically, he says, these 
customers don’t gain competitive 
advantage by buying packaged 
software. “It is obvious that if your 
competitor can buy the same 
software as you that it is not easy 
to d i fTffrpnti»te yourself.” 

Within the high-end market 
segment, Informix is targeting 
three horizontal application areas, 
“where we have explicit 
competitive advantages," and 


which he believes have tremendous 
opportunity for growth. 

The first of fow areas is high 
performance OLTP (on-line 
t ransac tion processing) — 
traditionally a n i ran g area for 
Informix. Mr Finocchio believes 
Informix can continue to do well in 
this area because of the specific 
architecture of its database 
product 

The second area Informix is 
targeting is data warehousing. “We 
have done quite well in data 
warehousing over the past five or 
six month* , winning some very 
large transactions in highly 
deman din g environments,” says 
Mr Finocchio. “Again, we have 
sustainable advantages here driven 
by the architecture of the product, 
but we also have very deep 
pxp prj pyy g building 
warehouses for customers.” 

The third horizontal application 
area is web and content 
management. “This has to do with 
our Universal Server product, now 
called the Universal Server 
Option,” he explains. “We*ve 
experienced very good growth in 
this area. 

“Certainly, we made a lot of 


marketing and positioning errors 
and we have had to work very bard 
working through the early adopter 
cycle of this market," he says. 
Nevertheless, Informix now has 
more than LOOO customers using 
Universal Server Option or some 
variant of it 

Tm very encouraged by what I 
am seeing in this part of the 
market,” he says. “This capability 
is critically important for 
customers going forwards. We are 
zeaDy seeing anxntantttesMtwo 
broad areas involving web and 
content management.” 

e points out that “people 
building websites based on 
flat file systems quickly 
realise that they are very 
awkward, hard to manage, don’t 
scale and the cost of 

arinrinia t raikm jfi e xlw n w ly hi g h 

It is so easy for a website to 
become out of date. 

“For websites to make money, 
they need a lot of stzzle. they have 
to be exciting - that's very hard to 
achieve if all you’re doing is 
putting a brochure on hoe. By 
hosting a website in an object 
relational datab ase yon gain all the 
scale advantages and 
Kwt-of-ownership advantages of 
relational, coupled with the 
capability of producing a very 
exc i t in g experience for the user. 

“A relational database can create 
a customised HTML page on the fly 
for a particular user. It is very 
dynamic and customised — as 
sites become more optimised 
around electronic commerce, that 
object relational technology wffl be 
the best approach.” 

He emphasises a gain that this is 
still nascent “But many customers 
are building sophisticated 
e-commerce sites based on object 
relational technology i twnfc 
we are just at the absolute 
beginning of this product 
lifecycle.” 

Nevertheless, he says his 
expectations for Informix's object 
relational database technology are 
realistic. It is not going to be a 
multi-hundred mUhoD-doBar 
business, but it is going to be slow 
and steady. “If you look back at 
how quickly relational bases 
ramped up, it didn’t turn into a 
$L 0 hn marketplace tire first year.” 

Overall, he says he is confident 
in f m -mix now has right strategy. 

But he adds: “I have to be very 
careful that we don’t assume that 
our work is over. We still have a 
lot of very hard work to do. We 
have made huge progress from the 
financial standpoint - we have 
stabilised the company, we are 

making money — but the Challenge 

remains for us to grow tiie top line, 
to demonstrate to the market that 
we will continue to be successful at 
the high end.” 
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TECHNOLOGICAL ADVANCES • By Geoffrey Naim 


Internet set for key 
role in healthcare 


Expanding applications range from 
international medical research to 
telemedicine and online diagnostic 
services for patients in remote areas 


T he enormous advances 
In information tech- 
nology in recent years 
have had an important 
knock-on effect in the health 
sector. The efficiencies 
obtained from applying IT to 
streamline healthcare man- 
agement can release more 
funds for investment in clini- 
cal technologies to improve 
the prevention and treat- 
ment of illnesses. 

However, too many health 
authorities are still strug- 
gling with paper records or 
piecemeal automation - the 
result of years of stop-go 
funding and chronic under- 
investment. 

Nurses and junior doctors 
can spend 30 per cent of 
their timp chasing informa- 
tion. according to John 
Kane, managing director of 
Siemens Healthcare 
Systems, a UK supplier. He 
says the health sector is 
more commercially focussed 
than before, but still devotes 
only one per cent of its 
Income to IT, compared with 
four per cent in the banking 
industry. 

“It's widely recognised 
that the percentage spent on 
IT has to increase.” he says. 
The industry is not short of 
ideas on how to spend the 
money. Telepathology, com- 
puter-assisted surgery and 
high-tech ambulances repre- 
sent just a few of the appli- 
cations made possible by 
recent developments in IT. 

Drug development has 
undergone a similar revolu- 
tion thanks to computer 
modelling techniques. “IT is 
becoming a a key component 
of pharmaceutical research,” 
says Tony Marchington, 
chief executive of Oxford 
Molecular, a UK company 
specialised in drug design 
software. 1 can see the day 
when the requirement for 
’wet' chemistry to design 
drugs will be a lot less than 
it is today." 


Oxford Molecular's soft- 
ware aim to speed the pro- 
cess of screening the thou- 
sands of new drugs designed 
each week using computer 
modelling. 

Computers play an essen- 
tial role in unravelling the 
mysteries of human genes. 
Researchers in the Human 
Genome Project (see facing 
page ) are employing power- 
fill supercomputers, such as 
the two 28-processor Cray 
Origin200Q systems recently 
installed at the University of 
Tokyo, which will be used 
for DNA research, data min- 
ing and molecular visualisa- 
tion. 

The Internet is becoming a 
vital tool for researchers 
and, more recently, for the 
healthcare industry as a 
whole. Analysts predict US 
healthcare providers will 
routinely use the Internet in 
2000 to check insurance eligi- 
bility status or access 
patient records. 

T he Internet can also be 
used to bring 
advanced healthcare 
to a wider market. Last 
month. US vice president A1 
Gore and Russian prime 
minister Viktor Chernomyr- 
din witnessed Internet-based 
telemedicine during a visit 
to Silicon Valley. The two 
leaders saw a demonstration 
of an ultrasound examina- 
tion of a pregnant woman in 
which the ultrasound images 
of the foetus were transmit- 
ted over the Internet to a 
standard PC. 

“The Internet is literally 
chan g in g the way we work, 
live, play and learn, in ways 
we are just beginning to 
imagine. One of the most 
powerful applications will be 
in the field of medicine," 
says John Chambers, presi- 
dent and chief executive offi- 
cer of Cisco, which supplied 
the Internet routers used for 
the demonstration. 


IT in 

medicine 
and health 
services 

A seven-page report, 
highlighting advances In 
international research and 
health services, using 
information technology 


In northern France, web 
browser technology allows 
the medical records of HIV 
patients to be accessed fay 
hospitals and general practi- 
tioners using remote access 
technology from Shiva Net- 
works. 

New HIV treatments 
emerge almost daily and a 
key to improving care for 
HIV patients is ensuring 
their files are up to date. The 
French project, which 
involves 80 doctors in the 
Pas de Calais region, uses a 
centralised database to store 
the patients' treatment his- 
tory. Confidentiality Is 
assured by a various secu- 
rity checks. 

The European Union has 
long advocated using IT to 
reduce the inequalities in 
healthcare provision across 
Europe. “The increasing use 
of IT in the healthcare sector 
will have a major positive 
effect." says Martin Bange- 
marrn, the Commissioner 
responsible for IT, who saw 
the fruits of EU-funded 


research in health telematics 
at a recent conference in 
Barcelona, Spain. 

The life expectancy of can- 
cer patients can be improved 
- by 20 per cent in the case 
of breast cancer - using best 
diagnostic and therapeutic 
practices. One of the projects 
demonstrated at Barcelona 
allows pathologists to obtain 
second opinions online using 
a network of 50 pathologists 
in seven countries. 

Several EU health telema- 
tics projects feature smart- 
cards. an area where Europe 
has a worldwide lead. One, 
Cardlink, aims to ensure 
vital medical information 
can be retrieved from a 
smartcard and converted to 
a different language if an 
emergency occurs in a for- 
eign country. 

Every year in Europe. 
1.5m healthcare profession- 
als exchange more than 6bn 
files. The EU hopes to 
improve efficiencies by com- 
municating much of this 
information electronically 
using electronic data inter- 
change (EDD. 

I n 14 regions in Europe, 
up to 25 per cent of 
healthcare messages are 
sent by EDI, thanks to 
another EU project. US con- 
sultancy Frost & Sullivan 
predicts EDI will be widely 
adopted in the US market, 
driven primarily by the 
trend to reduce healthcare 

costs by doctors affili ating 
with larger, more competi- 
tive organisations. 

This generates new IT 
requirements to improve 
efficiency and better enable 
organisations to win cost- 
based managed-care con- 
tracts. The US healthcare 
industry is painted by Its 
many critics as a giant out 
of a control which could 
swallow more than 20 per 
cent of US gross national 
product by 2000. 

Federal Reserve Chairman 
Alan Greenspan told Con- 
gress last month that Medi- 
care - the publicly-funded 
old-age health programme - 
would face "massive strains” 


Live video link; Dr Richard Manning using revolutionary BT videoconferencing technology at a UK health centra to discuss his patient's 
unborn chad, with Budgie Hussain, senior lecturer in ultrasound at the University of Portsmouth 


when milli ons of baby boom- 
ers retire in the next decade. 

IT has become a vital 
weapon in containing costs 
and US healthcare proriders 
have became an important 
market for the IT industry' - 
vividly demonstrated by the 
650 IT vendors that exhibited 
at the annual conference of 
the US Healthcare Informa- 
tion and Management 


Systems Society (HIMSS) in 
February. The event 
attracted 16.000 health IT 
professionals and is claimed 
to be largest of its kind. 

According to a recent sur- 
vey of HIMSS members, co- 
sponsored by IBM. the sec- 
tor’s increasing reliance on 
IT is driven principally by 
the need to make diagnostic 
services available in remote 


locations - telemedicine - 
and to offer remote access to 
patient records. There is also 
a desire tn gain mure value 
from existing data - com- 
monly called data mining - 
and integrate disparate 
systems following mergers. 

The main priority for the 
healthcare organisations sur- 
veyed is recruiting and 
retaining high quality IT 


staff. 

Nevertheless, almost ' one- 
third of respondents said 
lack uf adequate financial 
support prevented their get- 
ting and retaining IT staff. ' 

Funding remains the root 
cause of the health sector's 
many ills, and the IT func- 
tion unfortunately seems 
destined tn continue suffer- 
ing the consequences. 


BiOiNFORMATICS • By Tom Foremski 


Boost for drug research 

Biological data analysis Involves number- crunching on a massive scale : 


With huge developments 
costs for creating new drugs 
and the phenomenal amount 
of data generated in map- 
ping the human genome and 
the genomes of pathogens, it 
is not surprising that leading 
edge computer technologies 
are increasingly being 
applied to biological 
research in a fast expanding 
field known as bioinforma- 
tics. 

Until about four years ago. 
the term was virtually 
unknown, but now it is the 
focus of big efforts by phar- 
maceutical companies. IT 
companies and government 
sponsored research projects 
aimed at applying the power 
of advanced computer 
systems to the challenges 


facing drug development and 
genetic sequence matching. 

The human genome proj- 
ect f see facing page) is 
largely responsible for the 
rise of bioinformatics. The 
human genome has about 
100.000 genes containing 
about 3.5bn base pairs. With 
a goal of mapping numerous 
human genomes from differ- 
ent individuals and various 
environments, at different 
stages of the human life 
cycle, the databases required 
to hold such Information 
quickly become enormous. 

Add to that the research in 
modelling complex proteins 
and drugs, plus trying to 
match drug behaviours 
related to various genes, and 
a significant challenge 


emerges in how to handle 
such massive amounts of 
data. 

The challenge is not in 
storing the data but in ana- 
lysing it. looking for various 
sequences, and combining 
data from, different data- 
bases and across geographi- 
cal areas. 

This requires sophisticated 
pattern matching systems, 
data analysis tools, visual 
data mining tools and the 
development of specialised 
algorithms that can quickly 
process the data. 

Researchers must also find 
effective ways of matching 
data within their own propri- 
etary databases with pub- 
licly available databases 
such as the US-based Gen- 


Bank and similar dg&iagu-" 
in Europe and Japan. Geh- 
Bank. for example, contains 
data on several mUUmt DNA 
sequences collected tami 
more than 16,000 speediep and 
receives tens of thodjangfe iff 
information request^ a 
daily basis. - 

The high cost of^&ug... 
development and. .etthtai'' 
testing is anothex^ilMtsi* 
driving bioinformattek. 
growth. The US Office «£- 
Technology Assessment cafe 
culates that It costs Tsmir 
than $359m to bring a new.' ; 
drug to market, a process- ' 
that can take as long as 20 
years. Shortening this time 
and reducing the total cost 

Turn to faring page 
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QBNETIC RESEARCH: The Human Genome Project V- By Nuate Moran 

Crossing medical 


injaSTTB® 


-V,- ■ - ■: -i' i-. vr . *c 

■— -'h . ---r v r;™.= ‘X.1 -£ <.’■ v j -Sr.-.*??* « 



Information technology is helping to locate 
common genes between humans and other 
organisms - even puffer fish and lowly worms 


G Gaelics Is about to revolutionise 
med icine, bat to do this it must 
first harness the power of 
information technology. 

Genetic research is generating such 
volumes of data that it has spawned its 
own specialised area of information 
management called bioinformatics. The 
main challenge faced by its 
practitioners is to mana gp the 
exponential growth of biological 
information and bring coherence to 
hundreds of databases worldwide 
which have different structures and 
nomenclatures. 

One of the world's bioinformatics 
powerhouses, in terms both of 
generating an d managing information, 
is the Wellcome Genome Campus in 
Cambridge. 

11118 is home to three institutions - 
the Sanger Centre, the world's largest 
gene sequencing laboratory, the 
European Bioinformatics Institute and 
the Medical Research Council’s Human 
Genome Mapping Resource Centre. 

Hie Sanger Centre is one of the main 
contributors to the Human Genome 
Project, which aims to sequence and 
publish every one of the 100.000 human 
genes by 2002. 

The largest undertaking In the 
history of biology, this Involves 
determining the exact order of the 3bn 


bases (chemical units) that make up 
the genetic code of each individual 

A liquid crystal display in the 
reception of the Sanger Centre provides 
a vivid demonstration of how rapidly 
genomics databases are growing. 

Across the screen flows a never-ending 
stream oflettere representing newly 
sequenced human genes. 

The automated sequencing process 
churns out DNA sequences at the rate 
of 50Mb per second, and at the end of 
each day this data is loaded on to the 
Human Genome Project’s web site. 

The project is an international effort, 
with the Sanger Centre having 
responsibility for a sixth of the total 
genome. With overlaps between genes, 
this will amount to 550m bases. 

“We are working out the sequence of 
each gene, but we are not finding out 
in any sense what the genes do,” says 
Dr John Sulstan, director of the Sanger 
Centre. 

“Sequencing is only the beginning, 
but it will underpin medical research 
for ever. It is the archive researchers 
will always refer to.” 

One of the best ways of establishing 
the function of the sequenced human 
genes is to look for the same sequence 
in so-called model organisms. 

The centre hopes to complete the 
sequence of one such organism, the 


worm Caerufyiabditis etegatis, this 
year. This lowly worm, a mere one 
millimetre Icing, has 100m bases in its 
genetic cod^J Many of its genes also 
occur in ht 
The sameils true of another Sanger 


Centre subjf 
common 1 
humans , 
becoming 
tools in: 
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the puffer fish. Finding 
if. or homologies, between 
other organisms is rapidly 
of the most powerful 
research, 
easier to determine what 
codes for, and what the 
protein is. in worms or 
humans. 


. unlikely, but 
itis elegems provides 
.such a powerful tool for developing 
new drugs and diagnostics th at a 
genomics company devoted to its 
study, Devgen of Ghent, Belgium, was 
set up at trie beginning of this year. 
Similarly, ikexagen of Oxford 
specialises in mouse genomics. 

“Comparison of the mouse genome 
with the hifman genome is like a 

says Dr Sulston. “You can 
of extreme similarity a«d 
are totally different 
Darities are functionally 
very important. In a genetic sense, we 
are just Larjge mice. Mast of the genes 
the same way. 

Comparative genomics is an 
extremely powerful tool At the 
moment we are doing this crudely, but 
in the next] ten years, techniques will 
be highly refined." 
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Molecular modeling on computes opening the way for big 
ad v an ces in the development of DiotogfcaOy active conpounds 


BIOINFORMATICS 
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has large payoffs for phar- 
maceutical companies that 
makes it easy to justify 
expenditure on sophisticated 
bioinformatics systems. 

With bioinformatics 
systems, researchers can 
analyse the genetic 
sequences of pathogens and 
help identify which drugs or 
types of drugs might be 
effective treatments, dramat- 
ically cutting down labori- 
ous and expensive clinical 
trials which mi ght lead to 
the development of miracle 
cures. 

Silicon Graphics (SGI), the 
US computer systems com- 
pany. is one of the leading 
providers of sophisticated 
computer systems for bioin- 
formatics applications. 
"About two and a hair years 
ago. we recognised that 
bioinformatics would 


Next door, the European 
Bioinformatics institute is developing. 
these techniques. !)! Graham Cameron, 
head ofservices, is trying to ensure 
that biological data held on hundreds .. 
of publicly avaSabie databases can be 
compared. 

The 100-strnng group -ia responsible ■ 
for collecting and managing gene 
sequences and other data such as 
protein structure and function, - 

produced not just by the Sanger Centro 
but by academic groups worldwide. 

The collection is growing at the rate . 
of one new geos sequence every 
minute. 

At present, EBTs databases coves- ' . 
20,000 organisms. Forty per cent of the 
data is human, &2 per-cent relates to . •' 
CaenorhabdMs elegtms and &8 per cent 
to the mouse. 

The institute exchanges data with its 
counterparts in Japan the US 
every day. There are lOWXJQhtts its 
web site each day, a seven-fold increase 
over 1996- 

Tnfbnnation integration is the 
ph»n<mgfl of the next decade. We know 
the sum of all this data is mare than 
the parts, if we can pull it all together,” 
says Dr Cameron. 

At present, there is a significant lack 
of interoperability between databases. 
This that a researcher working 

on a gene in one organism would not 
he able to find the same 6** in the 
database for another organism. 

There have been international efforts 
to gtend«rflis e n o m >: ^ t cf :y b T r t> and 



Laboratory techricfan at Tharanys, ihe UK-basad gene therapy company 


database structures, but these move 
too slowly to Keep up wttb the - 
exponential growth in the volume of 
data and the number of databases: 

In view of this. EB1 is putting its 
effort into a more rigorous approach to 
designing databases. While relational - 
databases have led to a substantial 
improvement in interoperability. Dr 
Cameron is now locking to object . 

' of fantwi pmgn miming to standardise 
the interfaces between -databases. ; 

Tf we can get agreement on common 
interfaces, we don't have to deal with 


what goes on Inside the database,” he 
explains. 

EB! is spearheading a European 
effort. to make databases irrter-operate 
using - the open industry standard, the 
Common Object Request Broker . 
Architecture, (Cobra). ‘The aim is to 
create bridges between databases, even 
if they are radically different in 
structure and nomenclature.” 

The institute is also using Java to 
build tools which wDl give researchers 
a means of interrogating any database, 
regardless of its format 
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Benefits for patients worldwide 


tecome a very Important 
(market and we began mak- 
ing major investments in 
this area,” says Dr Juli 
Nash, biology market man- 
ager at SGL 

“Our systems were already 
being used for visual model- 
ling applications at large 
pharmaceutical companies 
so It was a natural progres- 
sion for us to move into 
bioinformatics. We work 
constantly with software 
developers and customers to 
try and understand their 
needs” 

SGI systems use powerful 
MIPS microprocessors and 
proprietary technology to 
offer scalable high perfor- 
mance systems that can host 
demanding bioinformatics 
applications. The company 


also offers specialsed soft- 
ware tools use far data anal- 
ysis. “Our Mineset data-min- 
ing tool, for twr a nn p lft. hpTpg 
researchers sift through 
enormous amounts of data. 
And with our vlsuahsation 
tools, researchers can ana- 
lyse their data quickly and 
mnoh more effectively thaw 
in the past,” adds Dr Nash. 

In many ways, the needs 
of the bioinformatics com- 
munity is atmilnr tO that of 
uses in other IT areas, how 
to analyse large amounts of 
data and distribute that data 
within an organisation that 
may be spread across sevaal 
different locations. 

Internet-based technolo- 
gies such as web servers and 
Intranets play a big role in 
this process, another key 


area of expertise for SGL 

"A typical bioinformatics 
systems wfll consist of about 
three servers, one to hold 
the ' databases, a second to 
act as a backup system, 
since users require 24-hour 
availability, and a third to 
provide application support, 
connected to a large network 
to distribute the informa- 
tion,” says Dr Nash. 

With genetic databases 
doubling in size every 12 to 
14 months, it is also impor- 
tant to be able to add com- 
puting resources easily with- 
out having to redesign or 
install new systems. SGI 
says that with its scalable 
systems it is relatively sim- 
ple to expand a h inrnf nrma- 

tics system. 

Some companies in this 


area axe taking a more speci- 
alised approach. Paracel, the 
US-based company, for 
example, has developed spe- 
cial VLSI (very large scale 
integrated) chips that are 
specifically designed to pro- 
cess - quickly genetic 
sequence matching. 

Paracel’s . GeneMatcher 
system is described as a 
supercomputer for drug dis- 
covery applications, offering 
as much as 1,000 times the 
performance over traditional 
computer system applica- 
tions. 

"One of our VLSI chips 
has 48 processing cells, with 
each cell working as fast as 
a general purpose micropro- 
cessor - so by using such 
chips in multiple, parallel 
processing architectures, we 


can offer very high perfor- 
mance.” says Richard Die- 
phuls, vice-president of engi- 
neering at ParaceL 

"We've also developed 
sophisticated algorithms 
that further speed gene 
sequence matching 
operations.” 

With supercomputer per- 
formance, researchers using 
the GeneMatcher system are 
able not only to run their 
algorithms faster but they 
can run more of them, thus 
dramatically improving data 
analysis. 

The result of such 
advances In bioinformatics 
will be not only the faster 
discovery of key drugs, but 
it will also reduce the price 
of the drugs, benefiting 
patients worldwide. 
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In today's climate... 


Like all home truths, this one is simple. Information 
Technology can determine whether your business sinks 
or swvns. 

That’s why you have one less thing to worry about 
when you work with an IT partner that delivers not only 
the hottest technology but also the best service and 
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HOSPITAL COMMUNICATIONS . By Tom FonemsW 


IT offers a wealth of opportunities 


Wireless networks are a key focus 
because they offer many advantages 
for healthcare organisations 


W ireless networks 
and portable com- 
puting devices are 
finding a growing niche in 
healthcare systems. espe- 
cially in the US where the 
healthcare sector is undergo- 
ing significant consolidation 
as, hospitals seek to contain 
rising costs. 

The US hospital communi- 
cations market, which 
includes wireless technolo- 
gies. is predicted to grow at 
a compound annual growth 
rate of 30 per cent between 
1396 and 2003, by which time 
it will be valued at about 
$2bn. according to the mar- 
ket research firm. Frost & 
Sullivan. Much of the 
growth will be in wireless 
communications and video- 
conferencing systems. 

The main impetus for 
growth is to cut patient-care 
costs while at the same time 
improve patient-care as the 
baby boomer population 
ages and requires more 
healthcare services, industry 
observers, however, warn 
that while good business 
opportunities abound, com- 
petition is fierce. 

“Since the hospital indus- 


try has many needs and Is 
an ideal vertical market for 
many (IT) products, many 
companies are vying for 
leadership.’” says Frost & 
Sullivan senior analyst, Alpa 
Shah. “In addition, the lim- 
ited monetary resources of 
this industry make it even 
more difficult for companies 
to compete for hospital bud- 
get dollars.’” 

The availability of money 
is not the only issue. Many 
healthcare providers have 
antiquated IT systems. A 
recent survey by KPMG Con- 
sulting 'found that about 52 
per cent of US healthcare 
providers and related organi- 
sations cited a lack of a tech- 
nology infrastructure and 
the lack of implementing 
technologies as a key barrier 
to adopting new IT solu- 
tions. 

This situation is rapidly 
changing and healthcare 
organisations are increas- 
ingly embarking on ambi- 
tious IT investments as they 
seek to take advantage of 
key developments such as 
wireless networks. 

Wireless networks are a 
key focus because they offer 


many advantages for health- 
care organisations. Because 

these networks are wireless, 
they save considerable 
amounts of money simply 
due to the fact that there Is 
no need to lay wires. And as 
the organisations’ needs 
change, there is no need to 
rewire -facilities to add new 
users. 

Another key advantage of 
wireless networks is that 
medical staff ca n g 3 * 11 easy 
access to a patient's data 
even if they are located In an 
office as far away as three 
miles from the patient And 
as they visit patients, they 
can update records, recom- 
mend medication and fill out 
paperwork at the patient's 
bedside, making it easier to 
consolidate data and reduce 
the risk from transcription 
errors. 

Lucent Technologies, for 
example, offers its WaveLAN 
wireless network, which has 
found applications in several 
major hospitals. WaveLAN 
uses ‘spread spectrum’ tech- 
nology which enables it to 
be used in a variety or set- 
tings with fewer problems of 
interference from building 
structures and items such as 
metal filing cabinets or 
microwave ovens. 

Along with improvements 
in wireless networking tech- 


nologies. there have been 
new developments on the cli- 
ent side, in terms of cheaper 
and more effective portable 
computing devices with 
wireless data Links. 

Wyse Technology, for 
example, offers its WinTerm 
2930 portable computing 
device, which is a notebook 
sized computer weighing 
about 3-4 pounds with a col- 
our LCD touch screen dis- 
play. It supports' Citrix Win- 


Lack of funds 
and facilities 
hinders the 
adoption of 
new systems 


Frames technology which 
gives users wireless access 
to Windows 95 and Windows 
NT based applications. 

The WinTerm 2930 is being 
evaluated by several large 
healthcare organisations in 
pilot projects that could lead 
to big orders for Wyse. 

' “There are number of 
interesting applications that 
customers are exploring for 
the 2930, n says Roy Graham, 
senior vice president for 
sales and marketing at 
Wyse. “One of these is a 


drug-cart application. When 
patients receive medicine, 
their records are updated. 
This makes the process more 
accurate plus it reduces the 

amount of medications that 
need to be stocked. We’re 
working with several leading 
US and European pharma- 
ceutical companies on such 
applications.” 

Wyse plans to improve the 
WinTerm 2930 later this year 
with additional models that 
feature a larger screen and 
include a keyboard. ' 

Microsoft has also been 
encouraging the develop- 
ment of low-cost portable 
computer devices based on 
its Windows CE operating 
system and this is in turn, is 
encouraging developers to 
offer Windows CE applica- 
tions designed specifically 
for the healthcare Industry. 

For example, earlier this 
year, the US company, 
Proxim, introduced its Ran- 
geLAN2 wireless data net- 
work with support for han- 
dheld Windows CE based 
devices, providing users 
with a real time link to 
patient records via the popu- 
lar Compendia electronic 
medical record system from 
Pbysix. 

Proxim says that its wire- 
less network system is 
installed in more than 300 
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[ NETWORKS . By Alan Sftnpson 

Farewell to data 
in cardboard 
file folders 

N ot 50 long ago. records are to t* tally 
patient files were achieved." 
bundled up into rwy Data iraffiv is the domi. 


healthcare centres world- 
wide. Providing support for 
Windows CE devices wilt 
also bring down, costs since 
such devices are cheaper 

E i Apple Computer’s New- 
MessagePad, which also 
i Compendia, but is 
femg phased out by Apple. 

I With RangeLAN2, custom- 
er's can use a Windows CE- 
tased handheld computer to 
axess a Microsoft NT server 
vfith ah SQL-based patient 
database to gain access to 
patient records through 
industry-standard applica- 
tions. 

i In the future, wireless net- 
works may make it possible 
tft book up diagnostic equip- 
ment from the patient 
directly to a hospital's net- 
work, allowing doctors to 
check a patient’s progress 
remotely, activating drug 
dfehvery mechanisms when 
i^eded. Such systems may 
o]so be used in the home 
extending a trend toward 
siozter hospital stays. 

[“The healthcare sector has 
ti^ditionally been slow-mov- 
ing at accepting new tech- 
nologies. Most patient 
records are still paper- 
bpsed," notes Mr Graham. 
“But it's changing - we see 
let of opportunities and are 
excited at the progress of 
sime of the pilot projects." 


CASE STUDY; Rapid access to hospital data • By Geoffrey Wheelwright 


Integrated system boosts efficiency 


I n a world where healthcare 
funding is increasingly under 
pressure, hospitals have to 


find the ways of squeezing the 
highest value out of every penny 
they receive. Finding better ways 
to manage documentation - and 


improve access to data - is 


becoming a key element in this 


struggle. 


At Llandough Hospital and 


Community National Health 


Service Trust in the Welsh region 
of West Cardiff and the Vale of 


Glamorgan, both of these 


challenges are much in evidence. 
Llandough Hospital needed to 


find an IT system that would 


farther improve patient service. 


provide better data access for 


doctors and nurses, mainta i n 


patient confidentiality and 


release more bed-spaces by 
quickly Identifying patients 


ready to go home. 


All of this had to be achieved 


as an interim ‘re-fif of the trust's 
computer system, which will 


soon be overhauled to investigate 
and solve the year 2000 computer 


date Issue. According to Rhys 


Wyn Evans, the trust's director 


of information services, “we have 


to replace the main patient 
information system well in 


advance of the year 2000 and are 


considering the usual 
procurement routes. 


Meanwhile, the trust needed an 


interim solution “that would 


allow us to increase the 


functionality of our systems at 


an affordable cost" The task of 


making this happen fell to Simon 


Gillings, the project/systems 


manager at Llandough Hospital 


The key to this effort was 


finding a consistent and reliable 
method of integrating data from 


three very different sources - the 
hospital’s pathology, radiology 


and patient-administration 


systems, he says. 


Test results 


“The aim was to find the best 


way of getting information from 


the trust’s various reporting 


systems to the people who need 
it: the staff who are on the 


wards,” says Mr Gillings. The 


trust wanted to give doctors swift 


access to pathology test results. 


thus speeding up derisions on 
treatment and patient-release. 


To achieve this, the hospital 


implemented a system called 


'Casablanca' from Gresham 


Computing, in January. The 


results have made a big 
difference, says Mr Evans. A key 
benefit is that Casablanca 


provides a single point of 


reference, at the treatment 


location, for three of the most 


important hospital systems. 


It gives ward-based medical 


staff the most up-to-date patient 
information. Patients who are 


ready for discharge can be 


promptly released, thus helping 
to cut costs. 


Before the time-saving system 
was installed, doctors needed to 


phone lab staff and write down 


research results. Pathology lab 


staff also had to phone-in results, 


or fox them, in 


doctors' req 



patient's name and number. 


says Mr Gillings “It is consistent 


across all three 


radiology, pathqjogy and patient 
administration. 


the system, he 


concerns 


lty and 


perly addressed. 


reaction 


vourahle 


had to ensure d 


about patient 


security were 


Once this was a 


to the Casab 


been very, very 


better than I 


expected," be ad 


N ot so long ago. 
patient files were 
bandied up into recy 
cled cardboard folders and 
shuffled round interminable 
hospital corridors and 
wards. 

Today, those folder deliv- 
ery trollies are being 
replaced by high-technology 
systems. Patient’s records 
are more likely to be deliv- 
ered courtesy <?r n computer 
server and local screen than 
a - porter or nurse. 

While ’patient-flow’ is 
being speeded-up. so, too. Is 
data-flow - though there is 
still plenty of scope far fos- 
ter implementation through- 
out many health administra- 
tions, according to Dr David 
Scott, an international 
health consultant. 

"Much time will be saved 
when all European hospitals 
move from low bandwidth 
networks {more megabits 
than gigabits]. Such network 
implementation will speed 
the transmission of patient s' 
records, both within the hos- 
pital and out to the patient’s 
local doctor - on essential 
factor, if electronic health 


records are to ' he tally 
achieved.” 

Data traffic is the dotal- 
n.mt driver of corporate 
broadband networks. By 
2002, around 90 per cent uf 
worldwide corporate traffic 
wilt be non-voice, compared 
with just 10 per cent In una. 
This rate b Inmmsing with 
information, flow in formats 
such as video, data, text, 
graphics and voice. 

Jurgen Beer, or Bosch 
Telecom, says that liberalisa- 
tion and technological 
advances are ebanging the 
structures of health tetebbtos 
more than ever. "The migra- 
tion from conventional tele- 
com networks to integrated 
networks with voice, video 
* and data capabilities b exer- 
cising the minds of data 
operators round thf» world," 
he adds. 

lit the UK, the Royal Phar- 
maceutical Society (RPSj 
have no doubts about' the 
benefits of high speed data 
networks - '•the ease for 
greater access to patient 
information is overwhelm- 

Turn to toeing page 



rl ] 

[TTH 4 1 , T W'-l 


1,1,1 


Itl i< 




Softumv op 

id mu disi 


Staff at Ltandoufgi Hospital in Penartti, Wakw, arc trained on the raw system 
that brings together data on pathology, radiology and patiwrt-edminlsteaaon 


\|i 



**' zj 


NEC Video On Demand. 
The Future Of History. 


Visit us in ht^K//www JTec-gfofaal.com 

NEC Corporation. Ovenraa Advertising Division Fax 8 1 -5-3798-6333 
NEC Europe Lid. Fax 44- IB 1-235-4942 









































































VII 



¥}&**:*.**:* *1' 





i 

l 



HNANClAt. TI\ifc « x . 

ES WEDNESDAY APRIL 1 1998 






CASE STUDY; Hospital wireless network •' ^ Torp F^r^nski ’ 

‘Little buddies’ to the rescue 


Nurses use 
computerised 
drug carts, linked 
to a wireless 
network - they 
nickname them 
'little buddies' 

T he US wireless data 
network company. 
Proxino. has more 
than 300 installations ©fits 
RnngeLanS wireless 
network in healthcare 
organisations around the 
world. Using a spread 
spectrum technology, 
RangeLan2 systems offer a 
secure and reliable wireless 
network without requiring 
strong signal strength that 
might interfere with 
sensitive hospital 
equipment. 

Although there have been 
documented cases of radio 
frequency devices such as 
cellular phones and other 
communications equipment 
interacting with electric 
wheel chairs, heart 
pacemakers and medical 
monitoring equipment, 
Proxim says that it has had 
no repealed incidents of its 
K&ngeLanZ system affecting 
any hospital equipment, and 
its wireless networks are 
sometimes used in sensitive 
environments such as 
intensive care units. 

With spread spectrum 
technology, the RangeLan2 
transmitting devices use 


about 0.1 watt and by 
transmitting across a wide 
spectrum and changing 
frequencies every £L2 
seconds, it minimises the 
chances of interference at a 
specific frequency. Proxim 
says that a portable cellular 
phone can generate 10,000 
times the signal strength of 
its transmitters. 

St. Joseph Hospital, 
located in Denver, Colorado, 
selected Proxim’s 
BangeLang system to help 
manage its operating costs 
and improve patient care. 

The obvious benefit of 
wireless local area network 
[Lan] technology was the 
cost-savings of not having to 
purchase, install, network 

nnri maintai n a huge 

number of PCs. But the 
advantage goes far beyond 
just the initial equipment 
cost. Entering information 
directly into the network 
reduces the time nurses 
spend re-entering 
hand-written information 
into a central terminal, »wfl 
reduces the chance of 
transcription errors, says 
Douglas Hahn, manager of 
information services at 
St. Joseph’s. 

As a managed healthcare 
hospital, St. Joseph’s has to 
perform a wide variety of 
patient procedures at a 
p re-defined cost, often for 
less money than it used to 
charge, forcing it to look for 
ways to do the same job as 
effectively bat at a lower 
cost 


The 100-year-old hospital 
decided it would use 
technologies such as 
RangeLan2 to bring IT 
closer to the polnt-of-care. 
The initial goal was to allow 
nurses to directly input data 
into the hospital network 
from the patient's bedside. 
With 600 beds, the hospital 
decided to replace a 
mainframe based network 
with Ethernet-based local 
area networks and place PCs 
in each hospital room. 


although this plan would 
provide nurses with bedside 
access to patient data, it 
would be extremely 
expensive and disruptive to 
hospital operations to 
install network cable, 
especially in an older 
building, *«*«r also 
large numbers of PCs. 

Using dumb terminals 
would save money on 
desktop PCs, but It would 
limit the effectiveness of the 
system since nurses needed 
access to PC-based 
applications and the 
mainframe database. And 
there were concerns that the 
fan noise from PCs would 
disturb patients and leave 
the unattended PC open to 
tampering, raising security 
and legal liability issues. 

The solution was to 
develop a special nurses’ 
cart to contain medical 
supplies and carry an NEC 


laptop computer eqtdped 
with a RangeLan2 PCMCIA 
wireless Lan adapter. Fifty 
carts were made and 
equipped with NBC laptop 
computers which hospital 
staff nicknamed “little 
buddy.'* The wireless 
network consists of ten 
IbmgeLanS access points 
distributed throughout the 
building. 

Using a special software 
application, nurses Input 
patient information into file 


hospital mainframe, 
replacing the previous 
method of using paper 
records which were later 
entered into the mainframe 
computer. 

And since the portable 
computers are never left 
unattended, there is less of a 
security issue. For example, 
there was a case in a Florida 
hospital where someone 
gained access to a 
stand-alone PC m an Aids 
ward and published 
confid ent ial patient 
information on the Internet 

“Although there is often 
resistance to new 
technology, we were able to 
quickly set up the system, 
so it wasn’t a harden to the 
nurses. It has been very 
successful," says Mr Hahn. 

The hospital plans to 
extend the wireless network 
to other departments 
including linking surgery 
rooms. 


O portable computer, which 

n closer analysis, the transmits data to the 
hospital's IT staff 
realised that 


PHARMACEUTICALS • By Joia Shilfingford 


Software opens the door 
for drug discoveries 


Rising computer 
power speeds up 
the progress of 
pharmaceutical 
research 

W hat do cheminfor- 
matlcs and bioin- 
formatics have in 
common? Both help pharma- 
ceutical companies discover 
new drugs. And both rely 
heavily on information tech- 
nology. 

Bioinformatics (see report 
oti page Jour) is the applica- 
tion of IT to aU aspects of 
molecular-biology based 
research, explains Chris 
Rawlings. UK director of 
bioinformatics at SmlthKllne 
Beer ham Pharmaceuticals, 
“It sits at the border 
betwoen computer science 
and molecular biology.” 

One use of bioinformatics 
is to gain meaningful infor- 
mation about the way genes 
work from the vast quanti- 
ties of data coming out of 
the publicly-funded human 
genome project (see page 
five) and other public and 
private databases. 

The information, espe- 
cially on gene markers 
which indicate disease, can 
then be used to develop new 
drugs- Another use of bioin- 
formalics is to analyse pro- 
tein sequences. 

A gene that carries out a 
given function will vary 
slightly from one person to 
another, so software is 
needed to find very similar 
genes. Ones are represented 
as strings, of characters 
C letters), so software based 
on spelling checkers that 
cut search for character 
strings plays a . big role in 
bminformatics. 


lioinformatics 
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between bioinformatics and 
cheminformatics (or cbe- 
mo informatics). Once a phar- 
maceuticals company has 
identified a protein within a 
target molecule it wants to 
inhibit in order to cure a dis- 
ease, it needs the right com- 
bination of chemicals. 

Cheminformatics is the 
application of some of the 
newer technologies to what 
is known as combinatorial 
chemistry, based oh the 
assumption that the greater 
the variety of chemical com- 
pounds tested, the greater 
the chance of findirw; one : 
that can "be developed Jtoto a 
new drug. 

It involves building np lots 
of different combinations of 
chemical compounds — tak- 
ing a variety of starting 
points. As with bioinforma- 
tics it involves processing 
huge amounts of data.' .. .. . 

Dr. Philip Loftus, director 
global R&D at Glaxo Well- 
come. toys: “Increasingly, it 
is possible to predict the 
properties of compounds 
without actually making 
them. By using computing 
power similar to that needed 
to model oil fields or 
weather patterns, we can 
look at large, numbers of 
compounds that bind- only 
weakly to their target, and 
then determine the charac- 
teristics that a better drug 
will need.” 

The company bos intro- 
duced parallel screening, 
where hundreds of com- 
pounds are evaluated in par- 
allel using rapid, predictive 
tests. Typically these tests 
look at the potency of the 
candidate drugs, their selec- 
tivity for their target, how 
they are absorbed and meta- 
bolised. their tissue penetra- 
tion and their potential car- 
cinogenicity. 

‘ For example, in a Glaxo 
obesity project, large combi- 
natorial chemistry libraries 
woe screened and small er, 
focused libraries generated 
around tbe most interesting 
hits. Then 120 compounds 
were evaluated In parallel 
add one selected. This took 
40 ‘chemist-weeks' and tour 
biologist-weeks as opposed 
to the 660 scientist-weeks it 
would have taken under pre- 
vious methods. 

Typically, such .tests 
involve serious number 
crunching because com- 
pounds and their behaviour 
are usually represented 
mathematically. 

However, Mike Haim, a 
biomolecular expert. ; at 
Glaxo Wellcome, says virtual 
reality is useful in chemln- 
formatics. too, because 
chemical compounds hm® a 
handedness (that is, like 
hmnans one side is not lden- ■ 
deal to the other*. By wear- 
ing goggles and viewing 
t ftgni in three dimensions It 
is possible to get a better 
understanding of ham: they 
work. • ■ 

Glaxo also uses 3-D model- 
ing' software from US work- 
station company. Silicon 
Graphics. Mr Hann says the 
UK computational science 
department alone spends 
£2m-£3m a year on software 
and computing equipment. 


Pharmaceutical companies 
tend to use a combination of 
off-the-shelf software, cus- 
tomised packaged software, 
and software designed in 
house. “Because we're 
researchers coming up with 
new ideas, we often find that 
what we want to try can’t be 
done with a commercial 
package." says Mr Hann. 

“But a few years down the 
line, packaged software that 
does the same thing will be 
available commercially." 
Lots of IT and software 
houses have sprung up to 
serve .the bipinfbrmattos 
arifcjor cheunnformattcs 
fields. They include UK- 
based companies Oxford 
Molecular and Chemical 
Design and US companies: 
Molecular Simulations. Day- 
light. Chemical Information 
Systems, Molecular Design 
(MDL) and Tripos. 

Academic links - 

Many of the companies 
that exist have been set op 
by former academics and 
tend to retain close links 
with university research 
departments. In fact, both 
bioinformatics and chemin- 
formatics were originally 
university disciplines, but' 
have become tor more popu- 
lar in tbe last five years.; 

The end-result of the drug 
discovery phase is to pro- . 


duce a large n umb er of new 
drug candidates. “The rapid 
rise in computer processing 
speeds has revved up the 
front-end of discovery." says 
Mr Rawlings. “It has led to 
an exponential increase in 
the number of new drug can- 
didates.” 

IT is also proving useful - 
in the form of decision sup- 
port software - to help Phar- 
maceutical companies 
choose between them. 

bioinformatics. the 
new products are likely 
in the area of diagnos- 
products that detect the 
letic markers that indi- 
various diseases," says 
(Rawlings. 

ienetic markers may 
evttx be able to indicate tbe 
Ekfely ride effects of a drug 
grfpn to a person with a par- 
ticular genetic makeup. The 
gojjd is targeted health care." 

Cheminformatics is likely 
to ^improve drug discovery 
by. increasing the efficiency 
wi|h which new leads are 
generated, optimising previ- 
jly identified leads and 
ling new target mole- 
's. 

Dr James Neidel of Glaxo 
Welcome believes that this 
is) the third generation of 
pharmaceuticals R&D, “in 
which we are using genetics, 
robots, computers and min- 
iaturisation, to move to a 
more predictive phase." 
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Improved way to 
manage resources 


From faring page: 

Ing," says the society.- 
Access ±o full medical 
records on a need-to-know 
basis is fundamental to the 
future development of the 
health service, the society 
believes. 

' Meanwhile, the finking of 
pharmacists and pther 
health professionals in the 
OK to an electronic network 
- the NHS-aei - is [vital, 
says the BPS. 

For hospital doctors, the 
benefits of data network ben- 
efits can be easily demon- 
strated, says Tandem, Com- 
puters which supplies; more 
than 200 - hbspitalsj ; and 
healthcare centres World- 
wide. These- system# help 
provide faster and 1 more 
accurate diagnosis.! pins 
rapid access to pjatient 
■records. 

: According, to TDX, A lead- 
ing D5 provider bf IT 
systems to the healthcare 
industry, date- networks are 
essential to efficient hospital 
management . for ; tasks 
involving, contracts, the 
tracking of benefits, adjudi- 
cation of claims, and the 
supply of rapid information 
to the point-ofeare. • 

Data networks also have a 
key role to play in clinical 
measurements, an area 
where com pa ni es such as 
Hewlett-Packard providing 
patient-monitoring systems. 
HP systems can involve up 
to 500 connectivity devices 


bring used to route clinical 
data round a hospital sys- 
tem. 

Electronic mail services 
and Intranets (private net- 
works. -based on Internet 
technology) are becoming 
increasingly important in 
tfie medical world. In the 
U& for example, Pinder- 
Eejds and Pontefract hospi- 
tnfo in Wakefield, -has 
' italled an internet, run- 
on the BT data net- 
NHS-nef. 

5 Kidd, head of IT at 

Pfrtderfields and Pontefract 
hartals, says that the hos- 
pital trust launched an ini- 
tiative to publish medical 
text and graphics on the hos- 
pital network, even before 
ttre term ‘intranet’ was 
ccahed. 

The system' has since 
evolved, bringing an array of 
’ improvements to ah hospital 
: departments. For example: 

£}- Business managers are 
nqw able to monitor 
resources more efficiently, 

- especially In the key areas of 
btf -availability and waiting 

Clinicians share medi- 
-• cal papers, ensuring patient- . 
care* Is fully up-to-date. 

£* E-mail enables consul- 
tants and medical research- 
ers to share tbe latest medi- 
cal developments around the 
world. For example, a trust 
consultant in plastic surgery 
is using the facility to work 
alongside a medical team in 
South Africa. 
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AWARD-WINNING PRESCRIPTION SYSTEM * By John Kavanagh 

Enthusiasm abounds 

UK project streamlines the world's largest prescriptions database 


E ngland’s Prescription 
Pricing Authority is 
all about big num- 
bers. It has LfiOO data entry 
staff keying in the details of 
every National Health Ser- 
vice (NHS) prescription dis- 
pensed by any pharmacy. 
This amounts to around 
2.5m items every day, or 
well over 500m a year, 
worth a total of £4u5bn. 

The trouble is that this 
means equally large 
amounts of information are 
potentially available to doc- 
tors, pharmacists and NHS 
managers. The authority 
has the biggest prescribing 
information database in the 
world, an IBM DB2 database 
providing i_8bn records for 
analysis. 

As a result, general medi- 
cal practitioners have been 
getting quarterly reports 
r unning to 500 pages or 
more on all the drugs they 
have prescribed. They have 
also been sent monthly bud- 
get statements. 

“Like most busy profes- 
sionals. GPs have a limited 
amount of time to do 
detailed analysis of paper 
information - and informa- 
tion In this form does not 
easily enable trend analysis 
and comparisons between 
colleagues or peers.” says 
Stuart Lynn, who last year 
led a project to make the 
information available elec- 
tronically. 

“Such analysis could be 
significant: if it reduced 
medication costs by just l 
per cent this could repre- 
sent a saving of £50m to the 
NHS." 

The project aims fell into 
two broad categories: 

□ The team wanted to 
make a system which was 
easy to use and provided 
timely access to information 
on their own prescribing; 
and helped them use their 
time more effectively. The 
simple access has been pro- 
vided through the use of 
Microsoft Windows. 

□ The second category of 
aims related to costs. “The 
system was to help doctors 
choose the most cost-effec- 
tive medication for their 
patients without detriment 
to patient care," Mr Lynn 
says. “It would help them 
manage, audit and review 
their prescribing habits to 
help them both monitor the 
use of new and expensive 
drugs and also establish 
best practice and monitor 


their compliance." 

Mr Lynn's team used the 
Prince project management 
method, a structured devel- 
opment method and both 
rapid application develop- 
ment. and object-oriented 
techniques, working ini- 
tially with a group of users 
to confirm the require- 
ments. 

Growing numbers of doc- 
tors are now being brought 
on to the system, mostly 
dialling in through modems, 
with a few haying fast digi- 


tal ISDN links. They 
retrieve their part of the 
database and use a mouse 
for simple selection of time 
periods, prescribes and 
drugs. 

Different analyses are 
available, such as by drug 
cost, by volumes, by doses 
and by ratios of patients to 
GPS. 

GPs can do detailed analy- 
sis on the prescribing of any 
specific drug, group of 
drugs or whole drug catego- 
ries, and compare them over 
any time period, with tbe 
results presented in graphi- 


cal and tabular formats. 

GPs not only con do such 
analyses: they are actually 
doing them. This is partly 
thanks to the preparation 
done before tbe launch. 

A pilot system was set up 
with 36 practices. Its use 
was closely monitored and 
the facilities were amended 
as necessary. In addition, an 
independent evaluation of 
the use of the system was 
commissioned from Liver- 
pool University. 

“This evaluation showed 


that all the pilot practices 
found the system benefi- 
cial," Mr Lynn says. Over- 
all, the system considerably 
speeded up tbe analysis of 
prescribing. GPs were moni- 
toring the use of high-cost 
drugs and areas of most 
concern in prescribing. 

“They identified areas 
where other products 
reduced costs, with no detri- 
ment to patient-care," he 
adds. “They were auditing 
tbe use of group® of drugs 
in the same therapeutic 
area, and identifying drugs 
of limited value. They high- 


lighted variations in pres- 
cribing practice among GPs 
in the same practice." 

Doctors confirm these 
findings. Dr David Kemick 
in Exeter, who described bis 
practice's response as 
“ecstatic", says the system 
altered prescribing habits, 
in particular by highlight- 
ing tbe large number of 
angina sufferers who were 
being given pain killers, 
when aspirin was enough. 

Dr David Lyon in Run- 
corn uses the analysis to go 
even farther. “We used the 
system with our computer- 
ised patient records to iden- 
tify people suffering from 
particular conditions,” he 
says. As a result, specialist 
clinics led by nurses have 
been set up for rheumatoid 
arthritis sufferers, and GPs 
have been saved the time of 
organising blood tests and 
monitoring drugs: this Is 
now done by nurses work- 
ing to an agreed protocol 
developed by the GPs and 
local consultants. 

The system has been 
takeD up by 100 health 
authorities and by the NHS 
Executive, and is being con- 
tin nail y rolled-out to local 
practices. 

The large numbers 
involved here are creating 
some problems of installa- 
tion, support and mainte- 
nance. Mr Lynn's team is 
therefore looking at provid- 
ing the information online 
across an intranet, run over 
tbe NHS network, rather 
than getting users to dial in ! 
and retrieve their databases ! 
from the central system. 

The intranet approach 
would mean users would 
simply need Internet 
browser software and even 
so-called ‘thin client' 
devices such as cheaper, 
stripped-down network PCs. 

The project team was 
rewarded for the success of 
the system when it won a 
medal in the UK’s prestige 
IT Awards, run by the Brit- 
ish Computer Society, to 
publicly recognise excel- 
lence. But perhaps the 
team's greatest reward has 
come from the enthusiasm 
of the users. “The more we 
use the system, the more 
things we think of to use it 
for." says Dr Lyon in Run- 
corn. “It’s just snowball- 
ing." 

Such comments are the 
highest prize for any system 
developer. 



With the help of electronic Information, medical teams can now 
select the most cost-effective medication for patients 
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DEFUSING THE MILLENNIUM BOMB •• Sy joia Shillingford 


Shortage of time and money 


FINANCIAL TIMES \VM > NFS HAY AWt*L t 


TheMBfennium 
Bomb \ .* 
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Computer systems in healthcare are 
heavily date-dependent - and many 
may not work beyond the year 2000 


M any hospitals 
around the world 
face two significant 
prob lems in dealing with the 
year 2000 computer date 
problem - the first is time, 
the second Is money. 

In the UK, the National 
Health Service is no excep- 
tion in this race to defuse 
the so-called ‘millennium 
bomb.’ 

The year 2000 issue affects 
a whole range of healthcare 
systems from accounting 
software and patient waiting 
lists to computers on desk- 
tops to mission-critical 
systems with embedded 
chips, such as haart-mani tar- 
ing equipment. 

In the US. IT researchers 
at the Gartner Group esti- 
mate the global cost of solv- 
ing the year 2000 problem 
(sometimes referred to as the 
YZK issue) could be between 


$400bn and SOOObn. 

“Nationai Health Service 
hospitals have been asked to 
submit budgets for fixing the 
date problem by the end of 
March - and to fix any 
really important items by 
the the end of the year,” 
says Robin Guenier, execu- 
tive director of the not-for- 
profit body Taskforce 2000. 

At the time of writing, no 
NHS budgets had been 
received. 

But when budgets are put 
together, there is still the 
problem of where the 
resources are to come from 
to fix their systems. 

Meanwhile, Frank Dobson, 
the UK health minister, has 
urged hospitals to press on 
with fixing the year 2000 
problem. But at the time of 
writing there has been no 
mention of extra money. 

The year 2000 problem 


affects software written with 
a two-digit date field - for 
example. *95’ for 1995. But at 
midnight on December 31, 
1999, when the digital clock 
hits *00’ for the year 2000. 
computers may oot recog- 
nise the date - and crash. 

There are even embedded 
chips in some lifts that will 
not work after the year 2000. 
And whereas in a small 
office block, staff -might be 
able to use the stairs, in hos- 
pitals, if lifts do not work, 
patients cannot be moved to 
the operating theatres in 
time. 

The Department of 
Health's Medical Devices 
Agency warned NHS hospi- 
tal trusts in an internal exec- 
utive summary last year 
that “as with other risks, 
prioritisation Is needed [for 
sorting out the millennium 
‘bomb’], having due regard 
for competing demands." 

What this means is that 
fixing monitoring equip- 
ment, such as kidney dialy- 
sis maphinpR and intensive 


care cots, is likely to win pri- 
ority over lifts and adminis- 
trative software. Professor 
Mike Smith of London’s St 
Bartholomew's Hospital 
warned last year that 
between 600 and 1,500 people 
could die as a result of an 
expected 10 per cent failure 

of health service equipment 
in the year 2000. 


will be spending. Unilever 
has allocated £250m-£30Qm to 
defusing the ‘bomb 1 . 
Britain's top four clearing 
banks. Including Barclays, 
will together spend around 
Elbn. according to Mr Guen- 
ier. 

By contrast, the public sec- 
tor Is planning to spend less 
♦h»n gibn to fix its miHen- 


Time is tight, resources are thin 
- and we're approaching an 
emergency/ says Robin Guenier 


It is not yet known how 
much money is needed to fix 
NHS systems. However. Mr 
Guenier says ♦'hat in thp pri- 
vate sector “all the Indica- 
tions are that remedying 
year 2000 problems will cost 
£1.000 to £3,000 per 
employee." 

A Cap Gemini survey has 
confirmed this putting the 
average cost per head at 
£1,960. Looking at what large 
private- sector organisations 


mum problems, a figure Cap 
Gemini sees as a huge 
underestimate. Public sector 
organisations are spending 
about £400 per employee. Mr 
Guenier says the health ser- 
vice alone employs 750,000 - 
and using £400 as a role of 
thumb, it would need an 
extra £3Q0m. Worse still, the 
money should really be 
found and spent in th«» next 
12 months. 

It Is even possible that 


ti&ALfirm THE INTERNET i By Jbra Shillingford 


From the poignant to the banal 


Although support 
groups abound in 
cyberspace, the 
Web is no 
substitute for 
seeing a doctor 

T here is a wealth of 
health information on 
the Internet - mostly 
free. Far example, you can 
obtain the latest Reuters 
medical headlines on the 
search directory Taboo. Or 
e-mail questions to Dr 
Andrew Weill or even to the 
well-known sex therapist, 
Dr Rath Westheimer. 

Information ranges from 
the fascinating - for exam- 
ple, should yon be worried 
about your health if yon 
pass out daring orgasm (Dr 
Ruth’s site) - to the banal: 
What Is male pattern bald- 
ness? 

There's a Complete Home 
Medical Guide published by 
Columbia University Col- 
lege of Physicians and Sur- 
geons, which is fairly 
straightforward and an 
i entire site dedicated to chil- 
dren’s health, KidsHeaith , 
with information provided 
by pediatric experts at the 
Nemours Foundation in 
Philadelphia. 

There are also sites - 
including Dr Andrew 
Weill's - where you can 
find out about nutrition or 
order vitamins. Another 
site has a schedule of talk- 
ins where you can send 


online questions on speci- 
fied topics. For example, at 
5pm Pacific time one even- 
ing, a so-called ‘wellness 
expert’ will be online. 
Another day there win be a 
physician, and so on. 

Then there are sites for 
medical professionals, such 
as the Doctor's Guide to the 
Internet, which trawls the 
Internet for nseful medical 
sites and gives details of 
new medical news and con- 
ferences. 

The Net has several 
pluses for health nuts and 
patients. First, if yon are 
too shy to ask your doctor 
something, you could 
always look it up on the 
Internet - or send in a 
question by electronic mail. 
If you are too shy to send 
an e-mail, you can still look 
at transcripts of previous 
question-and-answer ses- 
sions. 

Second, you can look at 
information that is usually 
only available to doctors. 
You can also obtain anec- 
dotal information from 
newsgroups and support 
groups about others* experi- 
ences with particular treat- 
ments. 

There are a large number 
of support groups on the 
Internet a trip to support- 
group, com provides an 
alphabetical list of groups 
for almost every disease. 

A visit to a support bulle- 
tin board will reveal how 
many new messages have 
been *posted' within a given 


timeframe, so it is easy to 
discover how active the 
group has become. 

Some entries in the can- 
cer support groups are poi- 
gnant, but could be helpful: 
for example, one woman 
who had been through 
breast reconstruction sur- 
gery was offering to discuss 
It with another, who was 
thinking of having the oper- 


ation. And, in one of rh*» 
asthma support groups, 
another Internet user was 
recommending bee pollen 
as a core. 

Not everyone finds these 
groups helpful, though. In 
fact, pthwhig health and 
support information on the 
Net does have some pitfalls. 

Furthermore, the Internet 
is not that secure, so users 


Useful Web sites 


□ Web-users can reach Reuten* macScal heacfenes 

' via the YahOo onfin o dfredoiy. Go to Yahoo, cficfc on 
heatth, and select Reciters Health News, There am dso 
plenty, c^&ritea to ofoermecBcal sitee.Alternativaty.tMs 
directory, or one oftba others such as lycoii or ■ 

AHa Vista, can be used to search for inforraaOdn'on a *' 
specific cfisease. wmftjyahdo.com 

□ Complete HunalMeiflcar Gukto:Tlateise»eeiTfia9ya: 
textbook pubSshed onfina. See the resorex^aectiori 

on cpmcnetxokmibj&Edu \ 

□ Ask Dr- Weft Users can e-msd heofth qoesbons to . . 
Dr Andrew Weft dr took at tiwtop^fiinortcofranoidy ’ j :■ 
asked questions. They can also w-nmk qUesfioM lo Dr !' 
Ruth Westheimer. www.cgi.palhikK)ef,carnflDrWeX-_ r . 

□ ■ Doctor's guide tothe ta toroefc airoetfat 

’ professtoraf p fo y sfetanvBdy sftekyam ■. 

other imefid metfcat;art^on*fim-NBt i^xistsd-eacfr ’ t 


should bear in mind that 
they may be leaving a trail 
of their health interests 
hrfitwrt, with web site own- 
ers. This may not matter. 
But, on the other hand, if 
they are researching an 
obscure sexual disease, web 
users may want to keep 
that fact to themselves. 

Posting questions in sup- 
port groups may also 
involve revealing very pri- 
vate information, which can 
be read by millions. One 
way round this might be to 
pay for an extra mailbox ; 
and use an alia* 

Finally, health informa- 
tion on tite Net is not neces- 
sarily reliable. And even 
reputable sites warn that 
reading their information is 
no substitute for seeing a 
doctor. There’s a lot of 
jnnk on the Net, too, and a 
lot of stuff parading as 
objective information," says 
Lynne McTaggart, editor of 
the newsletter. What Doc- 
tors Don't TeU You. 

One factor to consider 
when looking at informa- 
tion, is who is sponsoring it. 
For example, if a site is 


once the sums are done, 
solving the NHS’s year 2000 
issues will turn out to be as 
expensive as fixing private 
sector ones, or more so. This 
is because many N'HS 
systems, such as those for 
patient-booking, are based 
on proprietary technology. 

Some experts believe the 
real cost of defosing ‘the mil- 
lennium bomb* for the NHS 
will be closer to £1.4bn, a 
view shared by Mr Guenier. 
The situation, could be par- 
ticularly difficult, he adds, 
jworiw there is no common- 
ality of systems in the NHS. 
Local areas have used their 
own initiative; so some may 
be using software produced 
by local companies that no 
longs' exist.” 

It is also possible that 
some of the IT disciplines 
t T ripped oq Qxe management 
of systems many not be as 
rigorous as. say. in some of 
the bigger banks which have 
more money to spend on IT, 
be adds. 

“Allocating scarce NHS 
resources to fix the problem 
will require very good man- 
agement. Tm not sure if the 
NHS has enough managers 
who are up to It.” says Mr 
Guenier. There are, of 
course, private sector consul- 
tants, but these are becom- 
ing “enormously expensive 


Jan 1 

200 " 


Ll V* H frl 


t".i 

. iM 


due to heavy private sector 
demand for help with tlu* 
millennium bomb". 

Moreover, many of them 
are already booked up way 
in advance. Mr Guenier soys: 
"A year ago. 1 warned Mar- 
garet Beckett, the new board 
of trade president, that no- 
onc was going to thank the 
Labour government ff the 
City of London scooped up 
most of the IT resoiim* and 
patients suffered. Thu prob- 
lem is that even If govern- 
ment allocates more money 
to fixing NHS millennium 
problems, it may be difficult 
to find the resources. 

Tm not sure what the 
answer is." he says. “There's 
a glimmering sense that the 
government is becoming 
aware of the problem. But it 
is tiine for them to start 
coming up with ideas." 

This week, Don Cruiek- 
shank Action 2000 chair- 
man. held a meeting of date- 
change experts from public 


to go 


Infrastructure services to 
draw up natiunal rontin. 
gvni-y plans. Experts 
included representatives 

from the hralth anrt etns-. 
gency services. 

“'I’be possibility that NHS 
systems won’t be cotapUant 
on time, w perhaps more dis- 
turbing than any other 
impact at the millennium 
bomb.” comments Mr Cn^: 
ler "Sii many people depend 
on the NHS. 

“Many NHS systems just 
won’t work after the year 
2UU0. And so many of its 
systems are heavily datede- 
pemient. They include the 
birth dates of patients, when, 
they are due for treatment, 
when they are due for 
another dusc uf a particular 
drug, when the stock in hos- 
pital stores needs replenish- 
ing, ambulance scheduling 
systems, and so on. 

"Time is tight, resources 
arc thin - and we’re 
approaching an emergency." 


CD-ROMS IN NURSING: Case study • By Mark Vernon 

High scores for the 
sharing of knowledge 


Easy-to-use . 
CD-Roms offer 
valuable advice 
in the care of 
cancer patients 


A little over a year ago, 
the Royal College of 
Nursing's Cancer 
Nursing Society in the UK 
took the unique step of 
awarding an IT project for 
an initiative in can cm- nurs- 
ing education. 

The project went to David 
Brighton, a nurse ward man- 
ager. for the development of 
*HCT chemotherapy help for 
windows’, a CD-Rom proto- 
type offering information for 
nurses in palliative care. 

“The concept so Impressed 
the practice development 
group of senior nurses at the 
Royal Marsden Hospital that 
the product is now being 
developed,” says Dr Jane 
Mailett, research and prac- 
tice development manager at 
the hospital which speci- 
alises in oncology. 

In its present form, the 
prototype runs as a help-file 
database with users able to 
navigate its content via 
hypertext links. The opening 
page lists topic headings, 
which lead to subjects 
including types of chemo- 
therapy, cell biology, cancer 
and drug action, plus treat-, 
ment for nausea, vomiting 
and medical side effects. 

"CD-Roms are potentially 
an extremely valuable 
means of presenting infor- 
mation for practical use,” 
explains Mr Brighton. “In 
terms of sharing knowledge, 
they can be much more effi- 
cient than reference books. 

Intuitive search engines 
and well-structured links 
between material is one 
aspect - but they really 
come into their own with 
multimedia information: 
video clips can be used for 
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may involve recommending 
lots of vitamin pills. 

Similarly, someone rec- 
ommending a prescription 
drug in a support group, 
could be from a drug com- 
pany. Still, there are checks 
you can do: for example, 
most web sites have an 
‘About Us' section, which 
tells you about the site's 
owners. 

If yon are seriously think- 
ing about following the 


Eventually, more health 


sites will start charging - 
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so the Net is worth a look 
while the information is 
free. “There are some mar- 
vellous self-help groups," 
says Ms Taggart. “And 
groups sometimes form 
around a disaster, 

such as arachnoiditis, 
(caused by a spinal X-ray 
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The Internet is subver- 
sive, too, she adds. “It's 
information by patients for 
patients against the medical 
establishment." 


demonstrating procedures; 
images can display symp- 
toms or adverse reactions; 
dynamic illustrations can 
explain how drugs work. 

Partly for these reasons. 
CD-Roms are not new to 
medicine, with current publi- 
cations ranging from elec- 
tronic textbooks to medical 
databases, though resources 
for use in hospitals arc more 
rare than those for use by 
doctors. 

CD-Roms do, however, find 
a good fit with the levels of 
technology typically avail- 
able in hospitals. “The Inter- 
net or an intranet is not an 
option, partly because it is 
only rarely available un the 
ward, but also because it is 
difficult to control informa- 
tion upon which lives could 
depend. But wards are now 
often equipped with PCs - 
and CD-Roms are easy to 
use. People can be taught to 
use CD-Roms in the same 
way as they use reference 
books," says Dr Mailett. 


V arious uses for the 
technology in the 
future might include 
patient education and abula- 
tory nursing in the commu- 
nity. “It Is increasingly 
recognised that patients can 
be involved in making deci- 
sions about their care - 
choices which can only be 
Improved when they are bet- 
ter informed. And as more 
palliative care takes place 
outside of hospitals, CD- 
Roms might prove conve- 
nient resources for many 
people," comments Mr 
Brighton. 

To fully exploit the 
medium, several factors 
must be emphasised - issues 
highlighted in Mr Brighton’s 
project The product came 
into being because of a 
series of timely coincidences: 
he has expertise in chemo- 
therapy, including profes- 
sional knowledge and practi- 


cal issues. Tn this, he-also 
brought an Interest in com- 
puters and a familiarity with 
the ways of presenting Infor- 
mation an screen. 

In the young world of 
online publishing, where the 
effectiveness of formats .Is 
tested largely by trial and 
error, innovative design Is 
key. Developing the product 
for publication will be a 
lengthy process, taking up to 
two years, because the proj- 
ect requires Interdisciplinary 
involvement. 

On the one hand, much of 
the value of the medium 
comes from its closeness to 
the expertise found in the 
hospital, which in this case 
could include 15 specialists. 
In chemotherapy, much can 
be gained from good access 
to leaders in the field. 

On the other hand, the 
product must be justified 
commercially in order to be 
published and distributed. 
This can be problematic 
because CD-Roms are not 
generally viable without the 
support of an accompanying 
book, requiring a 'mix' of 
media, which can compro- 
mise both. 

Hospitals are often enthu- 
siastic about innovation, 
however. The culture is one 
in which people are both 
used to dealing with new 
ideas and prepared to put in 
the time to develop them. 

Communication between 
specialists, another key ele- 
ment in healthcare, is 
already greatly aided by 
modem IT systems. It would 
not, for example, be beyond 
the bounds of possibility to 
see a CD-Rom complete with 
e-mail links. However, as Dr 
Mailett points out; “The 
Royal Marsden NHS Trust's 
Manual of Clinical Nursing 
Provision is accessed by up 
to half a million people. If 
yon put just one manual 
online, the authors could be 
overwhelmed with queries." 
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EMERGENCY SERVICES • By Geoffrey Naim 

Issues of life and death 



Research is intensifying into emergency medical 
services which have to cope with multiple 
computer networks and varying workloads 


T ht> “mission-critical" epithet is 
much abused by the IT industry, 
but health emergency syst ems 
truly deserve the tag as their 
effectiveness can literally mean the 
difference between life and death. 

This point was vividly demonstrated 
by the London Ambulance Service 
whose problems in getting a 
computerised dispatching system to 
work effectively in 1992 have entered 
the text books as a case study in bow 
not to manage a complex IT project. 
The system - at that time - was poorly 
tested and beset by bugs with the 
tragic result that some ambulances 
arrived late and emergency calls from 
the public went unanswered. 

One fateful night, the system stopped 
working completely and dispatchers 
had to revert to a manual paper-based 
system. Critics of the project claimed 
lives were lost due to the delays, but 
this was never proved. 

Happily, however, the problems were 
overcome, and, in a remarkable 
turnaround, the London Ambulance 
Service went on to win the coveted 
Information System Management 
Award from the British Computer 
Society, last year.* 

The earlier problems experienced 
with the London Ambulance system 


were perhaps extreme but they 
highlight the challenges in building 
health emergency systems that have to 
work with different computers atid 
data sources and cope with varying 
workloads. 

The critical nature of emergency 
services imposes exacting 
requirements on the technology. 
Dispatchers need instant access to 
multiple phone lines, the system most 
work with zero downtime and it must 
deliver an immediate response. 

For one Australian IT supplier, Trade 
Wind Communications, this description 
sounded Similar to that of financial 
dealing room technology, a market 
where it claims extensive experience. 
The company has thus adap t e d its 
dealing room technology to the needs 
of the emergency services market 
TWC recently signed contracts to 
provide the Australian Ambulance 
Service and Fire Brigade with digital 
voice communication and pa g in g 
callout systems for the New South 
Wales region. 

The bigger IT vendors have also 
spotted the potential of the emergency 
services market. Intergraph, the US 
supplier of sophisticated graphics 
software, has created a division, 
Intergraph Public Safety, specifically to 


focus on this business. The US city of 
Memphis recently selected Intergraph 
Public Safety to provide a $SL5m 
computer-aided dispatch system for an 
area covering 327 sq ratios and serving 
more than 600,000 people. 

The dispatch system comprises 
various specialised subsystems to 
handle interactive mapping, 
dispatching, records management and 
communications. It links to a database 
that includes geographic and address 
information as wen as providing 
incident history and traffic pattern 
data. 

B ased on Microsoft's Windows NT 
operating system, the 
Intergraph system runs on 
powerful PC workstations and uses 
symmetrical multiprocessing 
technology to handle the hig h 
transaction volumes. Better emergency 
management is one of the key points of 
the European Commission’s health 
telematics research programme. The 
Hector project, in particular, involves 
more than 50 healthcare providers anri 
IT suppliers and aims to demonstrate 
the advantages of using wireless 
networks to coordinate emergency 
healthcare. 

The project has 11 pilot sites across 
Europe, one of which is the Lancashire 
Ambulance Service in northern 
England. Its system uses wireless 
network technology to transmit live 
pictures from the scene of an 
emergency to hospital doctors who can 


advise the paramedics on life-saving 
treatment and save precious time in 
treating patients when they arrive at 
the hospital. The system is also used to 
transmit electrocardiogram (ECG) data 
to the hospital 

“Doctors can get detailed information 
about a patient’s heart before the 
patient is wheeled through the door." 
says Martin Collier. IT manager for the 

ambulan ce service. 

The Lancashire trial started in 1997 
using one ambulance and three 
cameras. Two are fixed on the outside 
of the vehicle to give hospital staff a 
bird's eye view of a serious road 
accident, for example, while a third 
movable camera is mounted inside to 
relay images of the patient. It has a 
zoom lens that produces images “so 
close that yon can see the hairs on the 
back of a hand." says Mr Collier. The 
trial has since been expanded with a 
fourth miniature camera mounted on a 
paramedic's helmet and connected via 
wireless link to the ambulance. 

This allows the paramedic to roam 
away from the vehicle and transmit 
images of accident victims trapped 
inside vehicles, for example. The 
images from the four cameras are 
relayed simultaneously over a GSM 
phone link using “slownscan" 
transmission to reduce bandwidth 
requirements. 

The present generation of GSM 
networks can only handle 9,600 bits a 
second, which is insuffi cient for 
real-time moving images. The 


MEDICAL RECORDS • By Joia ShiHingford 
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This mobile data terminal from Xyratex offers instant, secure access to critical data, such 
as medical records, for West Yorkshire Ambulance Services 


slow-scan system saves bandwidth by 
sending a series of still images once 
every four seconds and only those 
parts of tbe picture that actually 
change are transmitted. 

Mr C-ollier believes the slow-scan 
system is ideal for this application. 
“Doctors prefer still pictures as they 
are less distracting on tbe eye." he 
says. 

The high-tech ambulance and its 
roving camera-equipped paramedic 
made the headlines in the UK when the 
vehicle was unveiled last year, but Mr 
Collier admits the ambulance has not 
yet had a chance to put the technology- 
to the test in a real emergency. “It is 
aimed at major incidents and is not 
really that useful for everyday 
call-outs." he says. 

The ability to transmit remotely ECG 


data is more useful, be believes, as the 
ambulance is equipped with the same 
sophisticated 12-lead ECG monitoring 
technology as hospitals use. Hospital 
staff no longer have to spend 10-15 
minutes taking ECGs when an 
ambulance patient arrives at the 
hospital because the data has already 
been transmitted. 

The Lancashire Ambulance Service 
hopes install the wireless system in 
three or four ambulances and believes 
the project could be extended to other 
countries with GSM coverage. It has 
done tests in which cameras on a car 
travelling on a motorway in Lancashire 
transmitted images to a laptop 
computer in Milan. Italy. 

‘British Computer Society awards: see 
details, page 10 


New rules soon on sensitive data 

Patients in Europe will have wider grounds for compensation, if data protection regulations are breached 


H ow safe are your 
medical records? 
Under Lhe law, only 
as safe as the information 
companies keep on custom- 
ers. But this could be about 
to change as a new Data Pro- 
tection Bill goes through 
parliament. 

The bill, which is neces- 
sary to introduce the Euro- 
pean Union Data Protection 
Directive to the UK. is likely 
to be passed before Parlia- 
ment rises for the summer, 
according to Dr John 
Woulds. director of 
operations at the Office of 
the Data Protection Regis- 
trar. 

It introduces new rules for 
sensitive data, such as medi- 
cal, political or religious 
information about Individu- 
als. These rules prevent data 
being processed without the 
person's consent, unless pro- 
cessing is necessary to pro- 
tect vital interests of the 


patient. Similarly, personal 
details cannot be disclosed 
to a third party without the 
individual's explicit consent. 

Processing must also be 
“necessary for medical pur- 
poses and undertaken by a 
health professional or a per- 
son who... owes a duty of 
confidentiality which is 
equivalent to that which 
would arise if that person 
were a health professional." 

Patients will continue to 
have the right to see their 
medical records except in 
cases, such as mental illness, 
where this information 
might damage their well- 
being. Organised manual 
data, such as index cards, 
also comes within the scope 
of the Act for the first time. 


In addition, sensitive data 
can only be processed by a 
health professional in con- 
nection with his/her employ- 
ment When passed, the Act 
will also give people the 
right to claim compensation 
where a data controller has 
contravened certain require- 
ments of tLe Act. 

“It will extend the rights 
of individuals," says Dr 
Woulds. “At present, they 
can sometimes claim com- 
pensation for breaches of the 
1984 Data Protection Act taut 
under the new Act the 
grounds for contravention 
will be much wider.” 

Dr Woulds says: “Bringing 
in the new rules should not 
cause any great difficulty for 
the health service because 


doctors have strict profes- 
sional and ethical rules on 
patient confidentiality. The 
Department of Health also 
issues guidelines." 

However, the Bill has a 
number of implications for 
healthcare computer 
systems. Brian Endersby, 
manager of healthcare 
systems at Bull, says a com- 
bination of the Data Protec- 
tion Bill and the move 
towards sharing health 
information (between GPs, 
hospitals and community 
services) is raising concerns 
about security. 

“A balance needs to be 
struck between providing 
access to healthcare infor- 
mation and restricting par- 
ticular data to just those 


staff who need to see it. The 
Bill could have implications 
for historic patient records, 
which are starting to be used 
in expert systems to aid clin- 
ical decision-making." 

There are ways of making 
information available from 
many locations - but only 
on a need -to-know basis. One 
possibility is to issue clini- 
cians with credit-card sized 
smartcards, which they need 
to insert into a device beside 
PCs to gain access. 

“There’s quite a lot of 
interest from clinicians in 
this," says Mr Endersby. 
Another option .is for 
patients to keep their own 
information on a smart card. 
“When this was tried out in 
the CareCard Department of 


Health trial about a 10 years 
ago." he adds, “many 
patients chose to go on using 
their C-areCards at the doc- 
tor or pharmacy. 

Data was held exclusively 
on tbe patient's card and 
patients were less likely to 
lose them than their credit 
cards. But general praction- 
ers said they could not really 
measure the benefits of the 
card unless most patients 
used them. 

The problem of better data 
access in the National 
Health Service needs to be 
solved first, says Mr 
Endersby. "Often data from 
the laboratory, the radiology 
department and so on is not 
pulled together in one place. 
When this happens, the 


focus on security will 
increase." 

I n the US. an innovative 
network. Careweb. uses 
intranet (private inter- 
net) technology to link infor- 
mation from six hospitals in 
the Boston area. Immediate 
access to patient files is 
available, whichever hospi- 
tal the patient enters. 

But data is protected from 
both internal and external 
breaches because authorised 
medical staff cannot get into 
the system unless they key 
in not only a password, but 
also a random number gen- 
erated by a credit-card sized 
SecurlD device from the US 
company Security Dynamics. 
This number changes every 


60 seconds. Data is also 
encrypted as it is sent back 
and forwards from the 
server computer. 

The project, spearheaded 
by Dr John Haiamka of Beth 
Israel Hospital In Boston, 
cost less than $50,000. It dis- 
courages inappropriate 
access to patient records 
from within because while 
users are online, an audit 
trail logs all accesses to data 
including time, date, details 
accessed and the user's ID. 

The integrity of the medi- 
cal profession is not in 
doubt But as the new Data 
Protection Bill looms, doc- 
tors who already send sensi- 
tive patient information via 
public e-mail services, 
should make sure that ade- 
quate security (e.g. encryp- 
tion) is in place. Standard 
e-mail systems, especially 
the Internet, are not secure 
enough for this type of infor- 
mation. 



Things they never tell you when you buy enterprise software. 


Want to make a change? 
Go ahead, try to run with it. 


So. you lwvc a new’ idea. Jiul sec how last you can 
implement U with most cntciprix software. Your first step 
is likely to be paying for programmers to wade through 
a complicated mess of cryptic code. Sound like a speedy 
proposition lo you? Chances arc, il'II take months. And tire 
software you bought to move your business ahead actually ends 
up slowing yw down. 

With J.D. EdwanU it's different. Our software is aclially 
designed to change. So you can make a simple business 


move wiilioul creating a technology ragliurorc. Or change 
your technology wiihoui disrupting your business. 

How? One version of our software works across key 
platforms. Windows NT, UNIX, AS/400— even the 
Internet. So when you need to makes change, you only need 
to do it once. Which makes you ramble enough to react loony 
opportunity. Quickly and easily. That's how enterprise 
software ought to be- To find out more, call 0 1 1 8 909 1700 
or visit www.jdedwatds.cctn. 
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When we say any obstacle, wa're not only 
referring to unplanned disasters such as 
floods and fires, but to everyday issues such 
as planned backups, data migration and 

Business Continuance 

transfers that can bring business to a 
standstill. This is no longer the case with E I-5C 
Enterprise Storage™ . 'which keeps your company 
running no matter how formidable the 
obstacle. Among other things, our software 

solutions that help you 

solutions allow you to congress screams of data 
to narrow the backup window and cope -..-ith 
the ’race to sunrise' that globalisation brings. 
EMC also moves volumes of data off local 
devices to remote recovery sites miles 

overcome any obstacle. 

away, so you can restore operations within 
minutes of a disaster. Call 01372 22-13*1. tc 
learn more about the effect EMC can have cr. the 
obstacles you face. Gr visit us at wav;. srac.com. 
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PATIENT BOONMG SYSTEMS • By JoJa Shillfngford 


Radical way 
to speed up 
referrals 

A pioneer project in the UK benefits 
doctors and patients alike 


I magine going to the doc- 
tor. getting a referral to 
the hospital and being 
able to choose a suitable 
date before you have even 
left the surgery. This could 
soon be a reality for UK 
patients living in the West 
Middlesex University Hospi- 
tal NHS Trust area. 

West Middlesex is pioneer- 
ing a radical new patient- 
booking system in a 
Ecu l.3m project funded by 
the European Union. Design- 
ing the Cobra system 
involved a massive business 
process redesign (BPR) exer- 
cise to make passible a new 
way of booking-in patients. 

Now, when patients who 
are participating in a trial of 
the system, visit their gen- 
eral practitioner, this is 
what happens: if the patient 
needs surgery, the doctor 
and patient fill in an on- 
screen questionnaire 
together. The questionnaire 
will typically ask questions 
about the patient's medical 
history and the surgery 
needed. 

If the patient is approved 
for surgery, another form 
win prompt the doctor and 
patient for anaesthetic infor- 
mation. One question might 
be whether or not the 
patient is anaemic. If this 
second farm is approved, the 
doctor and patient can book 


an appointment directly in 
to the hospital system, 
choosing from consultants 
and dates. 

The idea is that the system 
avoids the need in straight- 
forward cases for the patient 
to visit outpatients for a 
check-up first. The thinking 
behind this, says John Sld- 
man, IT director at West 
Middlesex, is that doctors in 
outpatients will be freed 
from doing simple diagnoses 
and will have more time to 
do operations themselves. 

Research shows that the 
more operations of a certain 
type a doctor performs, the 
better (and faster) the doctor 
is likely to become at doing 
them - increasing patient 
throughput 

In some cases, the system 
will obviate the need for 
patients to go to hospital at 
aH For example, a GP filling 
in an online form with a 
healthy, young patient need- 
ing a small mole removed, 
might get the response bade 
that this operation can be 
performed by the GP. 

For patients, the system 
mranc that even if the (9? 
cannot fix their problem 
immediately, they leave the 
surgery with an appoint- 
ment and a feeling that they 
have made some progress. 

“The entire process rede- 
sign was done around what 



Open patient administration sy^teiiK 

Many hospitals sfiS have patient adm a ii s lr a t l on ' 
systems that do not' contomi to industry standards; _ 
such as the Riche framework or NT.Unuc or MS-Dos ' 
operating systems. This makes it dffiqutt forthenrtq 
add now patient-data as ft becomes necessary. 

Open patient administration systems ori' tint market • 
include products from MDIS, Siemens pixdorL FffiO 
and SMS UK, according to David' Alexander, r na r k eta ig -" 
aid business development director for MDlSPubHc 
Sector. -.. r . m -„' m - - ~ 

Some hospitals also allow ‘GPs to book ' / 
appointments over an intranet (prfvaytenetwork) or. 
the Internet by sendmg electronic mafi messages. " 
John Sidman, IT director at West Middlesex ’ 
University Hospital NHS Trust, says many hosp i t a l s 
wfth dd proprietary systems have.bnpleniented 
integrator or bitaifacQ engines that take data from one 
system and map It on to another. He adds: “This is 
good in the shortHterm, but in tie long-term you=«nd 
up with another system - the integrator engine - to ■' 
maint ai n.” 


the patient needs," says Mr 
Sidman. “It also looks at 
what happens when the 
patient turns up at the hos- 
pital. It asks whether 
patients have any special 
needs. Did they arrive with 
someone who needs a taxi 
borne, do they have a child 
with them? These points 
may seem small but they 
can be very important to the 
arriving patient.” 

The system is made up of 
a number of components. 
The patient administration 
system (or Pas) is from Sie- 
mens Healthcare Services 
part of Siemens Nixdorf. 
Called OpenPas, it was cho- 
sen for two reasons. 

“It represented an upgrade 
to the hospital’s existing 
IRCPas system,” says Mr 
Sidman, “though it was 
mare of a replacement. We 
purchased the concept 
before the product was a 
reality. 

OpenPas was also based 
on opens systems and client- 
server technology, and it 
supported the Riche frame- 
work. a set of EU standards 
to which health software 
should comply, he says. This 
means that it is easy to inte- 
grate with other health 
systems based on Riche. 

For example, the surg ery 
system (and the accident 
and emergency system) inte- 
grates with OpenPas via 
applications programming 
interfaces (APIs) that con- 
form to Riche. 

This integration enables 
GPs to book patients directly 
into the operating theatre 
and connect - via the online 
forms - to parts of the sur- 
gery system for pre-opera- 
tive and anaesthetics excep- 
tion reporting. 

The surgery system - also 
part of Cobra - was built by 
Ireland-based Irish Medical 
Systems (IMS). West Middle- 
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SMARTCARDS • By Mark Vernon 





Still a long way to go 



PatiertMriandty system tea computerised administration system 
also takes care of smal but practical points 


sex and IMS worked closely 
together to develop this sys- 
tem in which IMS win retain 
intellectual property rights. 

Apart from Siemens 
Nixdorf and IMS, the third 
member of the consortium 
that bid for the EU Cobra 
project was Adams Training 
and Advisory. 

F unding for Cobra was 
awarded in December 
1394 and two years of 
business process redesign 
and systems design followed 
which finished last Christ- 
mas. The final system runs 
under Unix on industry-stan- 
dard server systems, with 
Oracle as the d a tabase. 

However, Mr Sidman says 
the applications are easily 
portable to Microsoft’s NT or 
could be run with another 
database. “We ran a series of 
pilots to test the concept," 
says Mr Sidman. 

“We've tested it with six 
GPs and will roll it out to 250 
doctors in alL The roll-out 
will begin in April, with 
quite a few GPs coming 
online before the end of 
1998.” 

Doctors will be able to 
have a connection to West 
Middlesex’s intranet (a pri- 
vate internet) or gain access 
via a modem to modem link. 
“When GPs are linked 
together via the NHSNet net- 
work, we will be able to con- 
nect to that" adds Mr Sid- 

Bian. 

“GPs are very pleased with 
the system," he says, “but 
they can’t integrate it with 
their other NHS systems 
because these are - not 
'open'." Mr Sidman feels the 
NHS Information Manage- 
ment and Technology 
(IM&T) initiative should pay 
more attention to the ‘tech- 
nology' part of IM&T, rather 
than just leaving it to the 
computer industry. 


France and 
Germany lead the 
way in smart card 
applications 

W henever smart- 
cards axe 

announced as a 
technology ready and 
waiting to happen, 
applications for holding 
medical records and health 
service infonnatkra on 
them are frequently 
mentioned in the same 
breath. Now a chorus of 
commentators is predicting 
that 1998 will at last be the 
year of the technology's 
‘small bans’. 

The question is, will 
health be on the cards? The 
logic for using smartcards 
in medicine is as simple as 
it is profound- Healthcare 
provision carries high 
administrative costs which 
can be dramatically 
reduced with a successful 
electronic scheme. 

The ‘science’ of drawing 
up such a system has come 
to be known as Informatics. 
But if their justification is 
straightforward, the 
adoption of smartcards is 
complex. Across Europe it 
varies according to a 
number of economic and 
cultural factors. 

Germany's 70m citizens 
are already in possession of 

cards carrying 
adminis trative information. 
In Prance, for a scheme 
called System® Electron! que 
de Saisie de r Assurance 
maladie, Vitale will roll out 
25m cards this year. And by 
the end of 1999, holding a 
card will be requi re d for 
participation In the 
country's health insurance 
system. 

But, in the UK. this year’s 
‘small bang* is unlikely to 
be louder *h»n a whisper. 
“We have no current plans, 
though it remains pari of 
our strategic agenda,” said 
Ross Langford. speakftgior 
the IT group df the .NHS, 
Executive. ‘ .'■•g 

Why is Britain so w 
different? Therein lies a 
story: 10 years ago, the 


NHS carried out two trials 
involving smartcards. 
Funded centrally, and run 
locally in Wales and 
Exmouth, these explored 
how patient-held cards, as 
opposed to those kept by 
hospitals or doctors, might . 
be used for introducing new 
efficiencies when providing 
care. 

The feasibility study 
suggested, however, that 
these would only be 
cost-effective if cards were 
used to store more than one 
type OT medical 
information, such as 
personal health records and 
prescription data. This 


such as would be necessary 
if smartcards were to have 
application in emergencies, 
is one that remains, as does 
the more basic question of 
what happens if someone 
looses a cant 

The cost of the 
Investment remains a big 
issue, too. This is partly a 
problem that arises from 
the decentralised economic 
structure of the NHS, 
which, although 
encouraging local projects, 
creates logistical problems 
■ for larger roll-outs. 

Smartcards are being 
trialled ha a number of 
innovative health 



Wffl health be on the cards? 

conclusion had a knock-on 
effect which put a stop to 
future development 
Not only does it demand 
investment in an expensive 
infrastructure and the 
development of both 
multiple application 
capabilities and nationwide 
standards, but it also raises 
a number of concerns about 
security, notably how 
private data can be kept 
from other interested 
parties. 

Mr Langford admits that, 
since then, the worries 
about security from bodies 
such as the British Medical 
Association have receded, 
though only in relation to 
t-frtegul NHS networks. 
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authorities, performing 
valuable but limited tasks, 
such as carrying maternity 
data for anti-natal care or 
as cash cards for patients 
using the ward telephones. 

But their deployment 
with a larger scope seems 
far off. Most hospitals are 
still working to convert 
paper records to electronic 
formats, with all the 
straggles that involves, 
legally, technologically and 
educationally, to say 
nothing of cost. 

As noted above, the 
situation in France and 
Germany is remarkably 
different, though whether 
because health provision in 

these countries is 
s tructur ally better able to 
take advantage of an 
investment In smart cards, 
or because ft is 


tradlUonaHyldgh 

and Inefficient, dependa 
upon whom b asked, 

These cases do, howww. : 
provide examples of ths . 
powerful rationale Which 
can be offend for spe&Aag 
the money the smarteard 
Infrastructure require*^ 

In Germany, the 
government estimated that - 
the costs would total 
between DM4W4Mhn when 
Its scheme was launch'd tn 
1993 and If anticipated a 
payback over a five year 
period, a result due to tw 
confirmed soon. 

Savings come from 
Insurance accounts, used to 
reimburse medical 
practitioners, befog settl'd 
electronically and 
overnight. Under the 
paper-based system used . 
previously, the cost of ' 
verifying prescriptions to 
estimated at around 
DM 770m per year, say 
analysts at Datamonltor. 

The French roll-out 
provides the beginnings at 
an answer to fears about 
security, discussed 
previously. In the first 
ware, the cards will cany 
only insurance information 
with data useful In 
emergencies, such as 
allergies oar chronic 
complaints, being added 
later. 

Access to the curds Is by 
a two-card renter, 
requiring the practitioner 
to Insert a card capable of 
RSA encryption at the same 
time. Datamonltor reports 
that savings of around Hftm 
a year are anticipated <mn 
the system Is Installed. . 

It is for these reasons 
that optimism remains high" 
in the smartcard 
community, even for the 
sceptical UK market. 
Indeed. Peter Cochrane, 
bead of applied research 
and technologies at BT, - 
recently said that people 
will be wearing medical 
records as Jewellery before 
long. Which adds a whole, 
knew meaning to being 
complemented upon one’s 
appearance - at lost, by a 
doctor. 


IN-FLIGHT TELEMEDICINE: Case study T^ 3 y Geoffrey Wheelwright : 

Hermes research project will 
aid stricken air travellers 





Telemedicine 
services may soon 
be offered on 
international 
flights 

I t’s no fun getting sick 
while you are on holiday 
- and perhaps even 
worse if you are traveling on 
business. But it can be posi- 
tively dangerous if yon 
become seriously ill while 
you are 30,000 feet in the air 
on a long-haul commercial 
flight 

If your problem is serious 
enough - such as a heart 
attack, stroke or seizure - 
the pilot or cabin crew may 
scramble through the plane 
looking for a doctor. The 
chances are, however, that 
such a doctor will know 
little or nothing about your 
medical history and will not 
have the diagnostic tools rel- 
evant to make anything 
more than the most basic 
diagnosis. 

All of that may soon 
change as the result of a 
three- year research project 
into telemedicine, funded by 
the European Commission. 

Known as Hermes - a 
short form of the phrase 
‘Healthcare: Remoteness and 
Mobility factors in cadunon 
European Scenarios’ - the 
project began in January 
1999, and is being co-ordi- 
nated by the University of 
Edinburgh, in association 
with, medical, technical and 
business experts from Ger- 
many, Belgium. Portugal, 
Greece and the rest of the 
United Kingdom. 

The goal is to put in place 
a system that would provide 
‘end-to-end’ basic medical 
diagnostic and telemedicine 


services for travellers - from 
the moment they leave on a 
trip to the time .they arrive 
home. This includes [^esfi|n- 
ing portable diajmbstuTand 
telemedicine conferencing 
units that could be used by 
local doctors at a holiday 
botel or business conference 
centre to exchange detailed 
medical information with a 
patient’s regular doctor in 
their home country. 

The first step in providing 
that type of telemedicine 
support begins when a 
patient steps on a aircraft - 
and that Is where much of 
the research group’s effort Is 
now concentrated. Support- 
ing that effort is the con- 
struction and design of the 
communications infrastruc- 
ture required to allow tele- 
medicine links between 

Passengers 
may opt for 
insurance to 
cover the cost 
telemedicine 
services 

ground-based medical sup- 
port teams, local doctors and 
planes. 

Dr Andrew Lamb, a 
research fellow at Edinburgh 
University, who is working 
on the Hermes project, 
explains that very high fre- 
quency links are likely to be 
used for transmitting air-to- 
ground medical data on 
short-haul flights within 
■Europe. 

Meanwhile, satellite-based 
communications (probably 
using existing in-flight tele- 
phone systems) will proba- 
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bly be employed for long- 
haul flights. 

- One of the other key ele- 
ments to this in-flight tele- 
medicine system is a ‘porta- 
ble vital-signs monitoring 
system* (PVSM). It would 
look at vital signs including 
ECG levels, oxygen satura- 
tion, temperature and blood 
pressure and would be moni- 
tored continuously, with 
Information transmitted in 
real time to an appropriate 
medical expert at a ground- 
based medical facility. 

By combining the informa- 
tion produced by this PVSM 
with advice from ground- 
based medical staff; the Her- 
mes team suggests that more 
timely and accurate medical 
decisions can be taken. 
These decisions might be 
whether or not the plane 
needs to make an unsched- 
uled landing at the nearest 
airport to get the patient to a 
hospital or perhaps what on- 
board medications might be 
administered. 

Dr Lamb says the group 
hopes to have the system 
ready for 1 commercialis- 
ation’ by the end of this 
year, but warns that there 
will be a number of external 
issues to address before it 
can be widely implemented. 

Firstly, it will need US 
Federal Aviation Adminis- 
tration (FAA) approval. 
Then individual ah-Um*? will 
need to make decisions 
about haw and where it will 
be implemented. “There is a 
financial question over it 
from an airline point of 
view.” be says. “They need 
to decide whether it will 
really be beneficial in terms 
of costs for aircraft to have 
this facility. It may, how- 
ever, be beneficial from a 
public relations point of 


view. 

He admits that govern- 
ments may also wish to 
become involved and, in 
some countries, may legis- 
late to ensure such services 
be available on board in air- 
craft that pass through their 
airspace. 

In terms of covering the 
cost of delivering this ser- 
vice, Dr Lamb says there are 
several potential financial 
models including one based 
on offering travellers some 
form of ‘end-to-end’ travel 
insurance. 

It would ensure the cost of 
the service (such as satellite 
communications time when 
doing tel emedicine from the 
aircraft, medical personnel 
costs, ambulance transport 
and so on) will be met by 
insurers. 

The real key lies in build- 
ing the appropriate support 
infrastructure so that emer- 
gency raTis nan be handled 
quickly, rehably, accurately 
mid professionally, says Dr 
Lamb. 

Hermes is considering 
among other options, estab- 
lishing a corporate network 
for its own services with a 
single European, number and 

automatic routing and seCtt 
rlty/access controL National 
‘telemedicine access poinfcr 
win control all communica- 
tions functions. 

The group also says that » 
message-passing system is 
also being developed to 
allow doctors to control the 
services. 

It further pledges thatjne 
range of Hermes activities 
will be . met on * 
round-the-clock basis, m 
clinical speciality 
involving all users and pro- 
viders In the healthcare 
enterprise, 
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The winner of the 1998 Information 
Systems Management Award, 
organised by the professional body, 
the British Computer Society, in 
association with the Financial Umes. 
will be announced at a dinner in 
London on May 14. 

The speaker will be the deputy 

chairman of Marks and Spencer 
Keith Oates. 

Individual tickets are £65 and 
corporate tables are available at £650. 


The event is at the Landmark Hotel, 
opposite London’s Marylebone 
Station. 


Improvement and innovation in 


uuuo^ruinu In 
the UK. The judges look in particular 
for impact on business performance, 
toe relationship with aid-users, and 
toe management of development or 
operations or both. 

The award typically goes to a team, 


rather than an individual. 

Past winners are Ford, Tesco, 
Ferries. Eagle Star Life, London 

Ambulance Sendee and Cheshire 

County Connell. 

The sponsors are Bine Circle __ 
Industries, Deioitte & Touch^XjW* 
Impact, Unisys, and the Woolwii* 
bank and financial services group* 

□ Tickets con be booked throne? 1 , 
Karen O'SuOitxm on 01793 
at kn&ullwcai(atbcs.org.uk . 
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Nominated for IT *C 

feace-keeplng troops anjd civilians in 
fosnia benefit from pioneering 
tilemedidne projects T 


E mik s to telemedicine, the 
*cbnq!ogy deployed by the 
JS Army in its front-line 
Army Surgical Hospital 
units has come a long 
|ay since the days of Hawkeye 
id Trapper John, the two 
i in the popular TV 
les Mash. 

The antics of the 8055th 
nit took place during the 
Korean War. when front-line 
medical facilities were limited. 
Forty years on, conditions have 
improved considerably and nc+n g 
telemedicine, US troops in the 
front line can benefit from the 
same expert medical advice as 
civilian patients in hospitals. A 
pioneering telemedicine system 
for radiology applications was 
deployed during the US 
peace-keeping mission to 
Bosnia-Herzegovina in 1996. 

The project, called Deprad, 
aimed to provide advanced 
radiology support to US troops in 
the region and so minimise 
unnecessary evacuations and 
troop movements and accelerate 
their return to duty. There were 
no radiologists deployed in 
Bo&nia-Herzegovina but using 
Deprad the primary ftia gnrej? of 
radiology evama was performed 
by radiologists stationed in 


Hungary and Germany. 

(Deprad is by no means the first 
example of teleradiology* but it 

ia significant because, itt>UVa 

most telemedicine projects, tt 
u ;ed commercial off-the-shelf 
fa irdware and so ft ware ami the 
t me from conception to full 
c aeration was Just three months. 

The prefect has been chosen as 
<pe of the six finalists in the 
health category of the Global 
Information Infrastructure (GII) 
i wards, a US initiative to 
promote innovative uses of the 
Internet and networking 
technologies. The winners of the 
GII awards, described as the IT 
Oscars', will be announced later 
this mninth 

; Hie 212th Mash unit involved 
in the Deprad project was located 
. on a mountain south of 
-i Tuzla in Bosnia. A local area 
1 network (Lan) was installed at 
the Mash to link the 
computerised radiography, 
tomography and ultrasound 
systems with film digitisers and 
workstations. 

The equipment communicated 
locally using the Dicom 
messaging standard. This is a 
new standard for transferring 
images in multivendor 
environments using IP-based 


networks - the protocol that 
underpins the public internet 
The Lan was connected by 
microwave link to a receiving] 
station 10km away and the 
images were them sent aver 
military satellite network to 4 
ground station in Landstuhl. 

Germany. The data cou kl thefe 
transmitted to the regional 
medical centra in Landstuhl d 
forwarded over leased lines t^e 
combat support hospital in 
Hungary, where the primary 
diagnosis and archiving took 

place. 


M 


ore than 15,000 X-ras 
images were handled 


XI 




scars’ 


is 


this way in 1996 and 

each Image took less than fivd 
minutes to travel from the Mg 
to the Hungarian hospital. A 
radiologist would read the ex4 
and retur n a diagnosis either 
phone, fw or using the 
computerised Information sysfe 
within minutes of receiving tq 
image. 

Prior to the installation of t] 
Deprad network, tt could take 
days to get a diagnosis becausj 
films had to be flown or drivel 
out of the country to a radioloft 
or the patient was evacuated 
before a radiologist could see 
films. 

The Deprad system does awi 
with conventional X-ray films 
the Images are handled as 
computer files - though they 


CASE STUDY' • By G©ofi^_VVheetvwTigipt 

Close analysis 
of hospital’s 
services 


Managers gain 
valuable insights 
with online 
analytical 
processing 

I t is relatively easy to 
measure the effective- 
ness of a manufacturing 
operation - or count the 
amount of money brought in 
by a service-based business. 
But how do you calculate 
the efficiency of a hospital? 
What statistics are meaning- 
ful in doing so - and how 
can they be applied to 
improving the operation of 
the hospital? 

Those were just some of 
the questions facing what is 
now the Pinderflelds and 
Pontefract Hospitals NHS 
Trust in the UK as it started 
several years ago to estimate 
bow to parcel out its budgets 
and resources in the face of 
strained healthcare budgets. 
According to John Wood, 
director of performance and 
information at the hospital, 
it was no easy tasfc 
He says the hospital, 
which now has more than 
4.000 employees and an 
annual budget in excess of 
£H0m, started this effort 
several years ago. It worked 
with its software supplier, 
Comshare, to provide hospi- 
tal executives with top-level 
information and statistics 
that aimed to provide a good 
overview of the operations of 
the hospital through an 
executive information sys- 
tem. 

“As the process evolved, it 
became clear to us in early 
1997 that this was only meet- 
ing a small percentage of the 
organisation's needs - it 
allowed executives top-level 
Information, but general 
managers were demanding 
more and more informa- 
tion," Mr Wood explains. 

“The process we had in 
place was that managers 
would have to go to manage- 
ment information depart- 
ment and get them to run a 
number of reports from oper- 
ational systems, then ana- 
lyse and try to make sense of 
it It would take two to four 
weeks to have that analysis 
done. And we often found 
that when the department 
had completed the analysis, 
managers had asked the 
wrong question. - 

Olap system 

The solution finally came 
wheo Comshare introduced 
the hospital to a technology 
known as online analytical 
processing, Olap - see cover 
suny, page one. Simply put. 
it allowed managers to make 
their own requests for much 
more detailed management 
Information that could be 
extracted - in real time - 
from the vast repository of 
data within the hospital to 
produce something that was 
more accurate, timely and 
useful than before. 

“We mainly want to look 
at patient statistics - such 
as how many out-patients 
has a particular consultant 
eppn how many were seen 
in clinic or how many 
operations were done in a 


theatre session," he says. 

“The general manager can 
start at the top level, then 
drill down and can look at 
his own clinical service unit 
If perhaps he looks at surgi- 
cal area, within that there 
would be general surgery, 
urology and ENT (ears nose 
and throat). If he picks gen- 
eral surgery, then he could 
have a look at the four sur- 
geons doing that work." 

This kind of analysis 
yields all kinds of useful 
data that helps the hospital 
in wide variety of resource 
planning - deciding areas 
that perhaps need more help, 
better diagnostics tools - 
and perhaps areas where 
more preventive medical 
work could be done. 

Success 

The impact on emergency 
cases is significant. Corn- 
share's technology calcu- 
lates the point at which 
extra beds or wards are 
released. “The success of 
this proactive approach has 
enabled funds to be released 
without hesitation, as the 
information virtually maftpa 
the decision for the Trust’s 
managers.” 

Operationally, the applica- 
tion has vastly improved the 
efficient use of resources. 
Processing of outpatient 
data has been reduced from 
three weeks to four hours, 
enabling the information 
staff to look at quality and 
systems development rather 
than processing numbers. 

It also helps that everyone 
in the hospital Is working 
with the same view of the 
same information system, to 
implement the same, single 
strategy. The system also 
encourages interaction 
between functions, offering a 
better understanding of dif- 
ferent tasks and pressures 
they each face, he says. 

“It offers a rich database 
or information that manag- 
ers can access in real time 
and address a question that 
might be in their minds,” he 
adds. 

“What it is trying to do is 
cut out the ‘middle man ' in 
terms of information. 
Instead of general managers 
trying to go through man- 
agement Information 
reports, they can manipulate 
it directly as many times as 
they wish. It brings it in at 
their fingertips so If they 
need to make a business 
case for another consultant 
or to develop service in a 
certain way if they have 
trend lines showing a rise in 
certain kinds of cases." 

“We have found that 
because most NHS establish- 
ments are stretched there 
are a number of issues they 
can never quite address ade- 
quately such as data qual- 
ity,” he concludes. 

“While we have had lots of 
data before now, the ques- 
tion was whether or not the 
data was accurate - but the 
management Information 
staffs time that has been 
released by using the Olap 
system is now being focused 
to address the data quality 
and accreditation process 
and data protection issues.” 


be printed out if "hard copy 
needed. Tele radiology thus 
eliminates the need to process - . . 
films using water and chemicals . 
which may not always be 
available In a Mash unit 

The off-the-shelf teleradiology - 
system was the result of 
collaboration between the US 
Army radiologists and the 
Georgetown University Medical 
Centre in Georgetown, South . 
Carolina. 

One of the most interesting ~ 
aspects is that maintenance and ' 
support to the project was done 
over the Internet. The Lans in 
the Bosnia Mash and the 
Hungarian support hospital were 
connected to the Interpet via 
their links to the network at the 
Landstuhl medical centre. This 
allowed engineers in Georgetown 
or equipment vendors to access 
the sites in Bosnia and Hungary 
and SO support and maintain the 
equipment remotely. 

The Deprad project was judged 
a success by its participants, bath 
in meeting its atm* in improving 
health care in the Mash units and 
demonstrating that telemedicine 
can be done using standard 
technology. 

Civilians in Bosnia could also 
soon benefit from better 
healthcare thanks to a similar 
telemedicine project set up by the 
Italian armed forces, the S a n 
Raffaele Hospital in Milan and 
the European Space Agency. 



During the coiflc^ Bawaan chOdron from Zsnica are canted to Satajevo abport tannhal for transfer to Gennany by 
Norwegian Army nwScs. Today, miaaryterfwmKficine systems in the region are also benefiting dvfftans ap 


The project, called Shared, 
started in 1996 with an- initial aim 
similar to Deprad, namely to 
provide telemedicine services to 
Italian peacekeeping forces at a 
field hospital in Sarajevo. But the 
project also aims to bring 
telemedicine to Bosnia’s dvffian 
population via the Clinical 
Centre of the Un iver sity of 
Sarajevo, where Italian military 
doctors already attend rivtlians 
The end of the war in Bosnia 
left the medical facilities of the 
Clinical Centre in a pitiful state. 
To make matters worse, hospital 
personnel of Serbian nationality 
had fled Sarajevo leaving the 
hospital desperately short of 


qualified medical staff - 
' The Shared project aims to 
cover these deficiencies using 
videoconferen cing technology to 
allow thfrhaspitaTs young •• 
Inexperienced staff to obtain 
remote consultations, remote 
diagnosis and continuing medical 
education from the San Raffaele 
and other hospitals. • 

The project will focus on using 
telemedicine in radiology, 
pathology and ophthalmology - 
the Milan hospital has already 
exchanged opthahnologlsts with 
the Sarajevo centre. The system 
uses a mix of s atellite links and 
ISDN t er restrial links to connect 
the hospitals together. 


• . The ESA supplied the satellite 
base stations to connect the 
centres using the Eutelsat 
satellite, while the US company 
. VideoServer supplied the gateway 
- - technology to allow video 
conferences over ISDN links. 

The next stage of the Shared 
project is to take its telemedicine 
technology on the road - and. 
' this month the team hope to 
• ' demonstrate a “tele-ambulance”. 
This is a vehicle equipped with a 
satellite terminal and biomedical 
equipment that can be taken to 
outlying areas and connected 
into the Shared network of 
hospitals, using satellite links or 
ISDN terminals. 
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T he Internet has developed 
a reputation as a law-free 
zone, beyond the wilt of 
national jurisdictions and the 
influence of law enforcement 
agencies. 

As a result, there is much 
clamour from governments, law 
enforcers and business fix' a uni- 
fied legal framework. 

While governments and law 
enforcers are concerned about 
crime and taxation, business 
wants global agreements cover- 
ing issues such as data protec- 
tion. intellectual property protec- 
tion. and legal liability, to allow 
it to trade with confidence. Inevi- 
tably, b usiness favours the ligh- 
ter touch of self-regulation, 
rather than having to operate 
under a heavy-handed criminal 
law regime. 

One of the key stumbling 
blocks in framing Internet laws is 
the conflict between the needs of 
governments and the needs of 
business. This is exemplified by 
arguments over the use of 
encryption, with pnmpnnioq say- 
ing they should be allowed to 
protect information - one of their 
most valuable assets - by 
encrypting it, and governments 
arguing that in the fi ght against 
crime, they must have the right 
to control the use of encryption, 
and to monitor and decrypt Inter- 
net traffic. 

The Internet is undoubtedly 
becoming an important medium 
for electronic commerce, reinforc- 
ing the need for glottal regula- 
tion. But as Robin Lawrence, 
head of the Digital Crime Unit at 
the Federation Against Software 
Theft (Fast) c onfir ms, Internet- 
based crime is also growing. 

“The month-on-month trend is 
upwards. In December 1997, 20 
per cent of the 80 to 100 com- 
plaints we receive each month 
related to the Internet, in Janu- 
ary 1998, the figure was 28 per 
cent,” he says. 

The Internet is a primary con- 
duit for software theft - it is used 
to distribute unlicensed software, 
and is now increasingly used far 
passing round counterfeit soft- 


Tensions rise between 
governments and the 
world of business 

In the fight against international crime, politicians insist they have 
the right to control the use of encryption, but companies argue 
that they must protect valuable business information 


ware, and other intellectual prop- 
erty, including music, he adds. 

The reach of the Internet is giv- 
ing criminals the ability to form 
international conspiracies, mak- 
ing it harder to detect and catch 
them. “Such groups often source 
the material In one place, prepare 
art work and packaging in 
another, and distribute it in a 
third location, " says Mr Law- 
rence. 

Not only can criminals bop 
around Gram one jurisdiction to 
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another, the digital nature of 
software makes it difficult to col- 
lect the evidence on which to 
base a charge. Usually there is no 
hard copy of any evidence, and 
no way of t olling if electronic evi- 
dence has been changed. 

Revisions are expected to the 
UK Police and Criminal Evidence 
Act to cover computer-based evi- 
dence, adds Mr Lawrence. 

One of the main allies of Fast 
and other law enforcement agen- 
cies,. in combating Internet crime 
are the Internet Service Provid- 
ers (ISPs). 

There is uncertainty about the 
extent of an ISP’s legal liability if 
criminal activity takes place on 
its network. “However, once a 
service provider is notified that 
there is a problem with a Web 
site it hosts. Its responsibility 
becomes greater," says Mr Law- 
rence. 

It is the issue of pornography 
on the Internet that has brought 
the question of legal liability of 
ISPS most sharply into focus. UK 
service providers, anxious to 
avoid the heavy hand of legisla- 
tion. have set up the Internet 
Watch Foundation, to handle 
complaints and notify ISPs of 
obscene material on their net- 
works. In its first year IWF 
referred on 781 complaints, the 
majority involving US-based 
ISPs. 

Janet Henderson. Strategy 
Rights Mana ger at BT, one of the 
founders of IWF, believes that 


the way in which the industry 
banded together to form the foun- 
dation provides a model for self- 
regulation. The concept of a cen- 
tral clearing bouse for the report- 
ing of illegal material could be 
extended to other types of mate- 
rial - for example, copyright 

“The Issue of pornography is 
very emotive, and with the issue 
of criminal liability hovering, fin* 
industry Is united to deal with 
this," says Ms Henderson. “The 
industry has shown that self reg- 
illation can work." 

. Internet technology is moving 
so quickly it is pointless to try 
and legislate, she argues. “It is a 
classic situation of drafting legis- 
lation which is out-of-date by the 
timp the infc dries. For the Hms 
being, self-regulation is more 
robust It will buy time to assess 
the technology and see if self-reg- 
ulation works." 

BT is keen to apply the clear- 
ing house approach to copyright 
Ms Henderson says the World 
Intellectual Property Organisa- 
tion (Wipo) Treaty agreed last 
year, and enshrined in the Euro- 
pean Copyright Directive, leaves 
the question of who is responsi- 
ble for loss due to infringement 
of copyright open to interpreta- 
tion. 

Tm afraid the conclusion will 
be, if in doubt sue the service 
provider.” she adds. 

Ms Henderson Is a council 
member of IPSA, the Internet 
Service Providers’ Association, 
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are currently contemplating leg- 
islation. . 

The ICC, which re p resents 63 
national chambers of commerce, 
said it wanted .to set up a system 
of self regulation on behalf of 
business world wide to pre-empt 
the establishment of regulatory 
barriers by -national govern- 
ments. 

T he guidelines are based on 
wrigHng law and practice 
in different legal systems. 
However, the ICC acknowledged 
that there may be difficulty in 
applying them in some jurisdic- 
tions, where it is not clear 
whether or not electronic trans- 
mission satisfy writing and signa- 
ture requirements. 

One of the most influential 
bodies pushing for self-regulation 
is the Transatlantic . Business Dia- 
logue, (TABD). This dub of mare 


than 100 .chief executives from 
leading European and US comp®- ., 
nies was set up in lffiB.-with 
backing from the EU.and the US 

flnrK w rnrwgntj to promote thfi lflW J 
alisation of trade between the 
two blocs. TABD argues that the 

development- of_ electronic com- . 

merce requires a review of tradi- 
tional practices and legislation. 

BQI Poulos of EDS who is US i 
chair man of the electronic Policy 1 
Committee Of TABD, says the 
'. existing framework covering 
international trade is inadequate 
n the face of the Internet 
“The; global nature . of -the 
aedium highlights the differ- 
.. mces between national systems. 

. 'here is a patchwork of laws, and 
i some cases these are contra- 
ictory." 

. The club is studying n ational 

g .to develop a- sense of what 
norm is - “we will th en ask 
irwicntB to harmonise poiF 
or engage in negotiation for 
liutual recognition where there 
are differences," he says. 

“If is critical that any regula- 
tory approach be minimal, glob- 
ally harmonised, technology- 
neutral and promo te global inter 
operability.” 

p*he TABD club supports Presi- 
dent Clinton's proposed Global 
Framework an Electronic Com- 
merce, in all respects other than 
encryption. 

The club wants regulation to 
be on the basis that information 
is property. On this basis, users 
should have the right to chose 
the appropriate strength and type 
of encryption, depending mi the 
- value of the information, says Mr 
Poulos. 

. TABD recognises that law 
enforcement agencies have valid 
requirements to access informa- 
tion from time to time, but says 
that they should have to obtain a 
warrant,.. in the same way as a 
warrant Is required to search a 
physical property. 

“This is the most difficult issue 
in terms of agreeing a regulatory 
framework for trade on the Inter- 
net It goes to the heart of one of 
the most fundamental issues in a 
democracy - the right of an indi- 
vidual to protect their p r opert y." 



The Internet must 
regulate itself 


It has so for - ? 
proved impossible 
to impose 
limitations in 
cyberspace 


A . global consensus is 
emerging that pornog- 
raphy and other unde- 
sirables on the Internet 
should be controlled mainly 
by self-regulation rather 
than by law: 

The issue is extremely 
hard to resolve because-' 
although the Net is a global' 
medium - and different cul- 
tures take very different atti- 
tudes to what material is 
permissible, haw it should 
be controlled, who is respon- 
sible and what penalties are 
appropriate for abuse. 

Unregulated, the Internet 
could become a medium not 
only for hard-core pornogra- 
phy but also recipes for 
bomb-makers, incitements to 
racial hatred, credit-card 
cop yi n g instructions and ttw» 
nefarious activities of hack- 
ing, piracy and libeL 
That the Internet looks 
likely to avoid strict legisla- 
tion is partly because the lib- 
ertarians have won the argu- 
ment in the US (from where 
the Internet is run) and 
partly because it has so far 
proved impossible to impose 
effective global controls. 

A landmark in the history 
of the Internet came in June 
last year when the US 
Supreme Court threw out 
the proposed Communica- 
tions Decency Act. That act 
was introduced by Congress 
to impose a criminal liability 
on service providers and net- 
work users who transmitted 
obscene material. 

It aroused" much hostility 
in the US. Objectors said it 
was so broad that it could 
even incriminate phone com- 
panies for allowing lovers to 
faiTk intimately across their 
networks. 

In an appeal case brought 
by the American Civil Liber- 
ties Union and others 
against the Attorney -General 
Janet Reno, the court ruled 
that the act was unconstitu- 
tional because it abridged 
the freedom of speech pro- 
tected by the first amend- 
ment of the constitution. 

After that, it was back to 
the drawing board. President 
Clinton quickly threw his 
authority behind a self-regu- 
latory approach, urging the 
computer industry to make 
the Net "family-friendly". 
Parents and teachers should 
be given the tools to prevent 
children from getting access 
to undesirable material, he 
said. 

In December, a conference - 
in Washington- brought 
together the US government, 
the industry, parents and 
teachers to discuss controls. 


particularly how enforceable 
codes of conduct could be 
formulated to make the 
Internet “family friendly". 
Vice-President A1 Gore 
pressed the Industry to come 
up with solutions within six 
months. 

The EU and other Euro- 
pean countries' are heading 
in the same direction. Last 
July, 29 European ministers 
meeting at a conference In 
Bonn came out in favour of 
an Internet as lightly gov- 
erned as possible, with the 
emphasis on self-regulation 
and private initiative. They 
also stressed the need for the 
computer industry to pro- 
duce content rating systems. 

However, they diverged 
from the US policy on 
encryption. The US still pre- 
vents the general export of 
strong encryption software 
products without first depos- 
iting the key with the 



US Vice President Al Gore: 
urging the IT industry to find 
solutions quickly 

authorities because ft sees 
encryption as opening a 
channel for organised crime. 

European ministers, how- 
ever, backed the adoption of 
encryption following the Hne 
of the Organisation for Eco- 
nomic Co-operation and 
Development. Germany’s 
economics minister Gunter 
Rexrodt said be favoured 
encryption as essential to 
preserving data integrity 
and personal privacy. 

In October, the European 
Commission took the view 
that since encryption was 
already becoming wide- 
spread the EU should work 
towards adopting it by the 
year 2900 as the only way of 
effectively protecting confi- 
dentiality. 

The Commission is follow- 
ing the same line as the US 
in backing an action plan to 
make the Internet ‘safe’, 
which hinges on a campaign 
of self-regulation. The cam* 
paign comprises an effort’ at 
spreading awareness of the 
problem, speeding up devel- 


opment of filtering systems 
and establishing hotlines for 
users' complaints and a con- 
tent rating system. 

The Commission argues 
that although service provid- 
ers cannot be held responsi- 
ble for all content on their 
networks, they have a duty 
to respond to complaints 
about content by. investiga- 
ting and taking appropriate 
steps to remove illegal mate- 
rial and to help block offen- 
sive material. 

However, there is still a lot 
of detail to be worked out . A 
content rating system could 
be established whereby any 
material which Is not 
labelled is treated as unde- 
sirable and blocked; alterna- 
tively. all material could be 
allowed unless it is labelled 
for restricted access. 

As yet, the industry has 
not formulated a policy on 
this. The Commission 
stresses that whatever is 
decided rating systems most 
be compatible with each 
other so that a global stan- 
dard emerges. 

In the meantime service 
providers have been trying 
to promote self-regulation, 
providing software with 
which users can impose cen- 
sorship on themselves on 

their famin es. 

Jonathan Bolkeley, UK 
managing director of service 
provider America O nlin e 
(AOL), says the biggest part 
of the problem is protecting 

riifliirpn.. 

“The responsibility must 
lie with parents to supervise 
their children’s use of the 
Internet, as they should 
supervise their use of televi- 
sion," he says. But there are 
things service providers can 
do to help, he adds. 

AOL is Introducing into 
the UK a ‘Kids' Only' 
account which guarantees 
that all the sites accessible 
are decent and suitable for 
children. • 

The. account has already 
proved popular in the US, 
says Mr Bulkeley. It may be 
harder for service providers 
which do not have propri- 
etary networks but only give 
access to the Internet to 
offer such facilities. 

Mr Bulkeley says that 
AOL's policy is to protect 
the customer's right to pri- 
vacy unless there is strong 
evidence that a crime has 
been or could be committed. 
He says there is a gmnring 
number of complaints being 
made on which the service 
provider has to make a diffi- 
cult judgement. 

For example, if someone 
complains of harassment by 
e-mafl, it is very hard for a 
service, provider to distin- 
guish between a message 
which is a legitimate though 
offensive complaint and one 
which a court might rule 
was harassment. 
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**nBL«CTUAL PROPERTY RIGHTS • By George Black 


T l»e rapid advance of 
the Internet and elec- 
tronic trading has cre- 
ated a whole new set of prob- 
lems concerning intellectual 
property rights. 

Foremost among these is 
the question of how copy- 
right law can best be 
adapted to cope with the 
world of new media. 

“The Internet has always 
had a culture of free use and 
it is hard to change that and 
make people respect copy- 
right," says Liam McNeive. 
proprietor of a law £Srm 
which specialises in informa- 
tion technology. 

The World Intellectual 
Property Organisation 
(Wipo), a United Nations 
agency, reached agreement 
in December 1996 that copy- 
right should extend to elec- 
tronic networks. This will 
help to push forward the cre- 
ation of international copy- 
right standards for digital 
media and should the 
rights of content providers. 

Since then, governments 
have moved to implement 
the Wipo decision. The US 
government’s attempt to do 
so has run into o p position, 
from the information tech- 
nology industry and from 
users mainly In the aca- 
demic world. 

The US government’s 
main concern la to defend 
the interests of its huge IT 
and entertainment indus- 
tries against piracy. 

As originally drafted, the 


Struggle to frame copyright law 


bill would make it an offence 
to circumvent firewalls and 
other protective layers of 
software or to make or 
import devices that can do 
this. The bill's supporters 
hqpe it will strike a fair bal- 
ance between the interests of 
suppliers and users, in line 
with the objectives of Wipo, 
but - among others - the 
US-based lobby group, Digi- 
tal Future Coalition, has 
said the proposed law is 
biased towards suppliers. 

The objectors say that by 
such a far-reaching prohibi- 
tion the act would stifle 
innovation, outlawing all re- 
engineering processes, as 
well as inhibiting academic 
and commercial research. 

The scope of ‘fair use* 
would be too restrictive and 
users would find that many 
of their normal work activi- 
ties now constitnted 
infringement of copyright 

For examp le, such a law 
could make the simple 
browsing of a document on 
an electronic network an 
infringement of copyright. 
There is no test case to 
establish the exact legal 
position on this issue yet 
but Alistair Kerman , a bar- 
rister specialising in the sub- 
ject says the law as it exists 
in the UK appears to be too 
broad, rather than too nar- 


Intemet service providers argue that it is absurd to hold them responsible for 
a mass of material that they cannot control 



United Nations, Geneva: pushing ahead to create international copyright s ta nd a rds for digital media 


row. “The law protects 
things it shouldn’t.'* he says. 

As companies around the 
world seek to extend the 
scope of their intellectual 
property rights under the 
provisions of the Wipo agree- 
ment, this could become a 
significant threat to informa- 
tion users. 


It is also uncertain how providers think that Internet 


the US law would define the 
responsibilities of service 


service providers should 
have to take such responsi- 


providers for content. The bflities. The music industry 
Internet has never had pub- feds especially strongly on 
Ushers in the traditional this issue: it stands to sus- 
sense of companies who take tain heavy losses of royalties 
responsibility for the content by piracy of its products 


of their publications. 


through uploading and 


But some powerful content downloading of virtually per- 


fect quality copies. 

In the US, music compa- 
nies have a number of times 
notified Internet and other 
online services providers 
that their copyright is being 
infringed by certain sites on 
their networks and have 
threatened them with legal 
action unless they removed 


that material In most cases, 
the service providers have 
complied, even though ISPs 
have generally argued that it 
is absurd to hold them 
responsible for a mass of 
material that they cannot 
control 

In December, an alterna- 
tive bill was introduced in 
the US Senate by Senator 
John, Ashcroft. Among Its 
stated purposes are to clarify 
the extent of liability of ser- 
vice providers for the con- 
tent transmitted on their 
networks, to enable copy- 
right owners to take quick 
action against infring ers and 
to allow the spread of digital 
media in education- The 
user-community has reacted 
more favourably to this bill 
better than the administra- 
tion’s, but its prospects 
remain uncertain. 

The UK law on copyright 
has twice been amended to 
cope with computerised 
information - and most 
other European countries 
have also come in line with 
the requirements of the 
European Commission direc- 
tive on the subject 

However, as Mr Kelman 
notes, the Internet poses 
many legal problems which 
have not yet been fully 
resolved by the updated 
laws. 


DOMAIN NAMES • By Geoffrey Wheelwright 


W hat's in a name? 

Well, if you happen 
to be someone 
setting up a commercial 
World Wide Web site on the 
Internet a name can mean a 
lot And almost unlike any 
other business operating in 
any other environment in 
the world, commercial Web 
site owners depend heavily 
on the value of their name to 
bring business to their site. 
Even the most inexperienced 
Web browsers know that 
they have a good chance of 
finding a company’s site if 
they open their Web browser 
software and type in a 
company's name, with a 
tone.’ in front of it and 
'.com ’after it 
And that name must be 
consistent worldwide 
because anyone in the world 


Trademark issues dominate discussion 


Company names must be consistent worldwide to ensure access by all website users 


can access the Web. There is 
no point in the company 
being known under one 
name in the UK and a 
different one in the US. 
Users will take whatever 
name they know best for a 
given product company or 
service and then use that to 
try and find its Web site. 

Take, for example, the 
trouble facing the operator 
of the official US 
government site for the 
White House. Many users 
would assume that to visit 
the -cyber-home’ of the 
president, they would type 
the address http: II . 


www.wkitehouse.aml into 
their Web browser - but this 
is incorrect. 

In fact, the US 
government-backed site for 
its chief executive is at http: 
Uwww.whitehoLise&oo. Even 
worse, purveyors of 
pornographic pictures and 
videos are actually using the 
mare obvious Web address - 
http: Hwww.whitehouse.aml. 

After considerable protest 
from the real White House, 
the operators of this site 
have put up a few warnings 
on their opening page. These 
inform any school children 
who might mistakenly visit 


this site that they need to be 
“at least IS years of age or 
the legal age to view 
pornography”. The site does 
not, however, offer any way 
to prevent underage Web 
surfers from viewing the 
content of the site or from 
viewing nude pictures of its 
‘White House intern of the 
month’. 

While this site may be 
simply someone trying to 
cash in an the political 
problems of a US president, 
it does underscore the 
significant problem freed by 
anyone who wants to protect 
their name or copyright on 


the Internet This currently 
appears to be impossible - 
even for the chief executive 
of the world's most powerful 
nation. 

In fret, trademark issues 
have heavily dominated 
riisraisgtnna about how the 
next generation of top level' 

(fppmfa names wip be 

assigned and made available 
to the world by the 
Internet’s governing bodies. 
The top level of a Web site is 
the point at which you 
generally enter it The top 
level of the FTs Web site, 
far example, is http: I I 
imow jt com - and all the 


content of the site flows 
down' from the top level 
address. 

There are at present an 
extremely limited number of 
top level domain name 
‘extensions' (ie. the ‘ending’ 
of the Web site name). These 
indude .am (used to denote 
a commercial site), .edu, ,org, 
■poo. and .net There are also 
a separate set of more than 
200 national (or country 
code) extensions such as .uk 
(for sites originating in the 
United Kingdom), .to (far the 
tiny island nation of Tonga), 
.at (for Canadian sites), and 
soon. 


To broaden the number of 
extensions available - and 
made them more meaningful 
- this limited list could soon 
be significantly longer. 
Under the terms of the 
International 
Telecommunications 
Union-supported ‘generic top 
level domain memorandum 
of understanding’ (or the 
gTLD-MoU). a new set of 
domain names is now under 
consideration. This initial 
set of proposed new domains 
are as follows: 

Jmn - for businesses, or 
firms; .store - for businesses 
offering goods to purchase: 


For example, trademarks 
cause disputes between com- 
panies because the Internet 
as a unitary global market 
offers only a single system of 
registration on a first-come- 
first-served basis, not by the 
categories of trade and coun- 
try which apply to trade- 
marks in traditional mpdia- 
The debate on how to govern 
Internet naming looks set to 
run on for a long time. 

Disputes are also likely to 
arise in the area of data- 
bases, a field in which there 
is still no international 
agreement on copyright. 
Last year, Wipo decided to 
shelve a plan to develop an 
agreement on protecting 
databases because national 
governments had not formed 
their own policies on the 
issue. Experts agree that 
content providers should go 
to court only as a last resort 
and should do all they can to 
protect their property and 
ensure they get paid by 
users. 

Several electronics manu- 
facturers plan to install 
encryption systems which 
require a password to access 
copyright material. The 
development of digital 
watermarks, which can be 
in-emovably embedded in 
software, should also help to 
deter piracy. At the same 
time, new services for han- 
dling micropayments on the 
Internet are emerging, which 
should create a system for 
collecting royalties. 


.web - for sites emphasising 
activities related to the 
World Wide Web; .arts - 
emphasising cultural and 
entertainment activities; .rec 
- emphasising recreation/ 
entertainment activities; 
.trtfb - for information 
services; .nom - for those 
wishing individual or 
personal nomenclature, ie., 
a personal nom de plume. 

In addition, there are also 
international negotiations 
under way to determine how 
new domain names are 
assigned to companies and 
individuals - and who 
controls the issuance of 
those names. Early this year, 
however, it seemed as 
though this process had 
become somewhat mired in 
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E-COMMERCE AND REGULATION . By Marie. vWnbn 

Data protection 
remains an 
inflammatory issue 


Conflicting international views 
emerge in the creation of a legal 
framework for electronic trading 


P atrick Vittet-Philippe 
is an expert adviser to 
tlie European Commis- 
sion - in particular, to what 
is grandly called the Direc- 
torate General Xm, Telecom- 
munications. Information 
Market and Exploitation of 
Research*. 

If anyone knows what is 
on the minds of negotiators 
creating the legal framework 
for electronic commerce 
between the world’s three 
main trading blocks, he 
does. 

"It is a crucial time, with 
issues pressing in on every 
side," the French expert told 
this year's Online Delivery 
conference, presenting a 
paper entitled. Towards a 
common framework far 
global electronic co m merce: a 
comparative analysis <4 EU, 
US and Japanese policies. 

Encouraging auditors to 
examine the rich resources 
published by the Commis- 
sion for itself, he highlighted 
three characteristics of the ■ 
work being done on the wide 
range of problems associated 
with electronic payments, 
regulation, taxation, and 
new channels. 

Firstly, he was glad to 
report lots of convergence, 
not only in terms of what 
was being settled, but also in 
terms of agreement about 
what was left best to the 
markets. 

Indeed, within Europe, too. 
which has demonstrated a 
tendency towards fragmenta- 
tion when deciding on the 
regulation or rapidly evolv- 
ing issues, countries were 
broadly marching together 
in time. 

However, certain differ- 
ences have appeared, such 
as self- regulation, the 
favoured option for monitor- 
ing Internet content. “This is 
a very national pre-occupa- 
tion which can have per- 


verse effects. Need I tell you 
that what is tasteful and 
decent in France might not 
necessarily work in Britain," 
he said. 

“Finally he asked, “what 
next?" — and highlighted a 
summer conference, details 
to he announced, aimed at 
consolidating the global 
agenda for the information 
society. 

Two important papers 
recently published on both 
sides of the Atlantic. A Euro- 
pean Initiative in- , Electronic 
Commerce, from Brussels. 



Patrick Vtttot-FhiBppe: 

■Self -regulations has different 
meanings across Europe 1 

and, .4 Framework for Global 
Electronic Commerce, from 
the White House, do, in fact, 
show so much commonality 
of views that the French 
industry' ministry, for one, 
fears that the Commission 
has adopted, “an American 
approach to electronic com- 
merce". and worse, crafted 
the Bonn Ministerial Decla- 
ration. signed in July last 
year by 29 European coun- 
tries, "in such a way that Tt“ 
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can be signed by the US." 

A comparison of the two 
documents does show 
roughly 80 per cent agree- 
ment in terms of issues 
addressed and proposed solu- 
tions. Both agree on the 
unique character of the 
Internet, that “the private 
sector must continue to 
lead”, that “government 
should support and enforce a 
■predictable, minimalist, con- 
sistent and simple legal envi- 
ronment for electronic com- 
merce". that regulation will 
find it hard to keep up with 
the speed of change, and 
that co-operation is needed 
at the international leveL 

However, differences also 
emerge, reported Mr Vittet- 
Philippe. For example, if self- 
regulation takes on different 
meanings across Europe, 
then it certainly does across 
the Atlantic, largely because 
of the European principle 
that self-regulation should 
be backed up by. and in con- 
formity with, the legal 
framework. 

Further, the concept of a 
minimalist legal framework 
is also substantially differ- 
ent, with the US understand- 
ing based upon litigation 
and contractual law. rather 
than top down' regulation. 

What is regarded as neces- 
sary regulation also differs 
across Europe, as was illus- 
trated by heated debates 
during the drafting of the 
Bonn Ministerial Declara- 
tion. 

Mr Vittet-Philippe then 
went on to outline the areas 
of divergence which he 
believes to be not irreconcil- 
able. The most important is 
the US administration's call 
for a 'duty free Internet* . 

President Clinton's desire 
to turn the Internet Into a 
free-trade zone, “may be 
potentially the most contro- 
versial initiative announced 
so far in the field of elec- 
tronic commerce." he 
observed. 

~ Developments on this sub- 
ject are likely to move fast 
over the next few months. 
There is also a debate, 
driven in part by ideology, 
about the wisdom of impos- 
ing standards in electronic 
commerce, with the US 
believing very strongly that 
the market should decide, as 
opposed to at least some 
European countries being 
wary of de facto standards. 

Another set of areas need- 


DOMAIN NAMES 



President Clinton wants to s*o 
the Internet develop as a 
free-trade zone 

ing discussion are those 
which arise because of the 
specific concerns from one of 
the other sides: what 
termed Illegal and harmful 
content' achieves central 
attention in the US, while it 
is not even on the European 
electronic commerce agenda. 

Conversely, the subject of 
Internet domain names 
receives only general levels 
of reflection In the US 
whereas in Europe this has 
become an increasingly 
important issue for business 
Mr Vittet-Philippe argued 
that these matters should be 
discussed and “the core 
agenda of true electronic 
commerce issues fine 
tuned." 

O ther issues present 
divergences which 
are serious, constitu 
ting potential flashpoints 
“These should be addressed 
as a matter of urgency," said 
Mr Vittet-Philippe. 

The first of these concerns 
encryption and the export 
from the US of 128-bit soft 
ware products. 

Further, the American 
paper has provoked strong 
criticism from within the US 
industry when it wants that 
“the US government will 
work internationally to pro- 
mote development of a mar- 
ket driven key management 
infrastructure with key 
recovery." 

Meanwhile, international 
criticism of US export con- 
trols continues. 

The second inflammatory 
area is that of data protec- 
tion. In the US. the culture 
favours a market solution, 
even though recent debate 
has countenanced a more 
direct role for the US admin 
istration to safeguard con- 
sumer privacy - “self-regula- 
tion with teeth". 

In Europe, a legal 
approach remains dominant, 
ami, because of that Europe 
also remains isolated from 
the rest of the world in its 
approach to self-regulation. 


European concern 
over US approach 


From page 13: 

controversy following the 
publication of a US govern- 
ment 'green paper' on the 
issue. Some other govern- 
ments - including officials 
in the European Community 
- have suggested that the 
US plan would leave too 
mucb power in American 
hands. This is despite the 
fact that the green paper 
devotes much of its content 
to the issue of how the US 
government, which virtually 
created the Internet to serve 
its defence needs, would bow 
out of managing it 

The central debate is over 
who will administer the reg- 
istration of new domain 
names. A plan, backed by 
the ITU and originating in 
Geneva, would have created 
a Council of Registrars 
('Core') that would have 
started registering new 
domain names this month. 
In fact, dozens of companies 
had already signed on to the 
Core plan and were ready to 
begin registration work until 
the US green paper 
appeared. 

The heart of the issue 
starts with the Internet 
Assigned Numbers Author- 
ity (LANA), beaded by Dr 
Jem Postal of the Informa- 
tion Sciences Institute (1ST) 
at the University of 
Southern California. It 
assigns a unique “IP” (Inter- 
net Protocol) number to 
every computer that 'serves* 
an the Internet. 

The green paper proposes 
that the US government 
would gradually transfer 
existing IANA functions, the 
root system and the appro- 
priate databases to a new- 
not-for-profit corporation. 
"Tins transition would com- 
mence as soon as possible, 
with operational responsibil- 
ity moved to the new entity 
by September 30. 1998." sug- 
gests the US government in 
its green paper. 

“The US government 


would participate in policy 
oversight to assure stability 
until the new corporation is 
established and stable, phas- 
ing out as soon as possible 
and, in no event, later than 
September 30, 2000. The US 
Department of Commerce 
will coordinate the US gov- 
ernment policy role. In pro- 
posing these dates, we are 
trying to balance concerns 
about a premature US gov- 
ernment exit that turns the 
domain name system over to 
a new and untested entity 
against the concern that the 
US government will never 
relinquish its current man- 
agement role." 

Additionally, the paper 
suggests that the new corpo- 
ration will have its head- 
quarters in the US and be 
incorporated under US law 
as a not-for-profit corpora- 
tion. The paper says that it 
will, however, have and 
report to a board of directors 
from around the world. 

According to Stefano 
Micossi, director general for 
industry at the European 
Commission, this approach 
is causing concern among 
Europeans. “Although the 
Internet was developed in 
the US and initially strongly 
supported by the US govern- 
ment, it has now become a 
truly global resource," he 
says. 

There are now three times 
as many new web addresses 
being registered in Europe 
than in the US. The future of 
Internet domain name gover- 
nance must reflect this real- 
ity, he adds. This should not 
be regarded as a purely US- 
led process, dealt with under 
a domestic rule- malting pro- 
cess with tight deadlines. 

“The EU is in favour of 
strengthening the role of 
international organisations, 
such is Wipo and the ITU, as 
a way of ensuring greater 
transparency and adequate 
representation of different . 
regions and user-groups.'’ 
sal’s Mr Micossi. 



TELEWORKING/T£LHCOMMIIT1NG • By Lindsay Nicolle 

The US leads the 


Information technology has blurred the old home/ office 
work boundaries. So why are Europeans slow to become 
teleworkers? Is it just a myth, too good to be true? 


E urope is still way 
behind the US in 
adopting teleworking 
- or telecommuting, as it is 
often known. 

Where the US has been 
encouraged to set up more 
flexible working methods by 
its architectural and indus- 
trial youth, sheer size, and 
its freetbinking entrepre- 
neurial spirit, many Euro- 
peans are typically huddled 
together in prewar buildings 
not designed for the modern 
working world, paying 
higher telecommunications 
costs, and hidebound by cor- 
porate management cultures 
which historically 'feed' on 
office-based workers. 

The buildings and telecom 
costs are issues that Euro- 
peans can do something 
about - and they are m akin g 
progress - with properties 
being built with distributed 
IT In mind and competition 
being encouraged to cut 
communications costs. But it 
is going to take longer to 
overcome the greatest inhibi- 
tor to teleworking in Europe 
today: corporate culture. 

“Cultural change takes 
longer than changes in tech- 
nology," says Fr ank Shep- 


herd, who is employed in 
workstyle consultancy for 
British Telecom. “It's a his- 
torical thing. The mindset of 
senior managers needs to 
change." 

The UK has a corporate 
culture that still values ‘face 
time’ at the desk. Out-of- 
sight means ‘out-of-control* 
to many managers who sim- 
ply do not trust their staff to 
work unsupervised. Worse, 
middle managers fear losing 
their power base - or even 
their jobs - if stall are 
allowed effectively to man- 
age themselves. 

Clearly, teleworking needs 
to be driven from the top of 
the company with every 
director championing the 
concept. In Europe, it is still 
seen as an option for manag- 
ers to pursue if they choose, 
all too often creating a situa- 
tion where the teleworking 
project collapses when the 
champion leaves. 

In the US, apart from a 
more liberated management 
attitude towards teleworking 
in the first place, a signifi- 
cant difference to the Euro- 
pean experience is that 
American workers are far 
more vocal about wanting to 


take on telework. 

A growing number of 
North Americans are taking 
control of their lives through 
flexible working. They claim 
it has helped their careers 
and enhanced their home 
relationships, while causing 
minimal isolation. 

‘Baby boomers’ are leading 
teleworking in the US. 
according to a study by 
AT&T. One-in-six is aged 
between 33 and 51 and the 
favoured occupations 
include salespeople, execu- 
tives and managers, busi- 
ness professionals, techni- 
cian/computer programmers, 
and teachers. They sit in log 
cabins. New York lofts and 
Californian condos, working 
away on PCs with Internet/ 
intranet and e- mail capabili- 
ties, fax and phone, for 
employers based across state 
lines. 

Meanwhile, in the UK, 
when the lobbying organisa- 
tion, the Telework Platform, 
launched a manifesto for 
flexible working recently, 15 
members of Parliament 
turned up, incl udin g a gov- 
ernment minister and a 
select committee chairman - 
and another 65 MPs 



Flexible working: by the year 2000, more than 30m people in the US will be telecommuting. The 
number of Europeans working from home wU number around 20m 



Focus on 

flexible 

working 

Here, and on page 17, 
FT writers examine 
trends in teleworking, 
telecommuting and 
hot-desking 


expressed their interest 

Could government minis- 
ters become teleworkers in 
the future? Someone with a 
high profile needs to lead the 
way soon since the notion of 
teleworking is already being 
regarded as a mythical prop- 
osition touted by idealists 
whose mantra over the past 
decade is be ginning to wear 
thin. 

Teleworking is trotted out 
as a solution every time the 
UK worries about the perfor- 
mance of the economy in a 
shrinking world Of global 
competition, or the skills 
shortages, or the medical 
expense of treating office 
stress-related illnesses, or 
the irreparable harm com- 
muting does to the ozone 
layer. 

It is true that the benefits 
of teleworking via telecom- 
muting, a virtual office, a 
telework centre, or so-called 
‘hot-desking’, are many: a 
more flexible workforce 
drawn from a wider pool of 
people, not just able-bodied 
white males, based virtually 
anywhere in the country: 
happier, more personally ful- 
filled staff who, in turn, are 
more productive: flatten 
management structures 


Turn to page 17 
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Sanderson is the UK's premier supplier of IT services and software with 
17 offices in the United Kingdom, Ireland and operations in Australia, 
USA, New Zealand and East Asia. Sanderson has developed and owns 
an extensive portfolio of software packages for a wide range of 
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Fax: 01628 897 003 

3Com Corporation has helped over 25 nrtfem ' 
people gam access to critical information through 
high speed networks. At the heart of the company's 
vision is global computer networking, linking large 
businesses, small offices and homes through its 
industry-leading Asynchronous Transfer Mode 
(ATM) and switching products. 3Com's customers 
include Scottish Power, winch has just installed the 
largest ATM network in the UK. Microsoft and 
educational institutions including Oxford ami 
Dubfin Universities. mm 

Geographical Coverage: 

Worldwide J9H. ■ 

Applications: 

All sectors 


JBA ) 



a«d rfbcdwEm? 

Tap *K ■ 

REDFERN CONSULTANCY LIMITED 

itclwdtr»l« il» ■M»ria » ria iMa y i a riwi la Mu ftno 

Phone: Aody Gurdoo-Joses, or DdwM Maw ' 
at Ridfem Consultancy limited an 

01285 740750 - 


The Internet, Marketing & Research 
H| London, June 8th and 9th 1998 (SjiL 

This, the fifth seminar in the successful IMR series, features papers f J 

on the latest developments in usage of the Internet for Marketing and * * 

Research purposes. Topics include: 

[prayfl • On-line data collection (both Web and Email) 

• The Internet as a Data Delivery Tool 

• Researching the On-Line Community 

• Electronic Commerce 

Expert speakers from Europe and die USA are now confirmed and include: AUn Denis Yailow 
Window (Belgium). Walter Balden Market Facts (USA), Danny Meedows-Klue, Electronic 
Telegraph (UK). Randy Banks, Economic Social Research Council (UK), Ivor McGloughlln, 
Management Science Associates (USA). 

Additionally, the IMR trade Fair will feature exhibits from leading Research and Internet software 
suppliers. 

For full details, please visit the CMR website at: http://wwW.CflirgrOtjp.com 

IMR5 is sponsored by: 

Byte Magazine. Electronic Telegraph, Infocorp-Surveycraft. Internet Magazine, 

Mercator, Pulse Train Technology Ltd-Sell view Web. 

Research International. Ronin Corporation 8t SPSS MR 

CMR Consultancy is a specialist company supplying a wide range of information and 
technological marketing and market research consultancy services. 

tel:+44|0)181 943 0961 fox: +44(01181 614 8081 emaikinfo@cmrgroup.cam 
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The Prolog Group 

B I A #\ Professional Solutions, 

\ !■!!£!■• ) Logically Applied 

>-HR System Solutions 

ie Human Resource and Bureau ^HR Consultancy 
srvices Department provide >-HR Professional 

imprehensive Payroll and HR Services 

jlutions to over 250 clients. Prolog s*int q-™i, 
e firmly established as a market ^Integrated Pa/roli 

ader in this major management area Bureau Solutions 
jlivering quality products, either as a ^Integrated Payroll 
ickaged based solution or a specific Systems Solutions 
isiness project. >“Traning 

The Prolog Group, Prolog House, Uttfemoor, Ecldngton, Sheffield S21 4EF 
Tel: 01246 439400 Fax: 01246 439401 EmaH: hnn@prologxo.uk 


The Human Resource and Bureau 
Services Department provide 
comprehensive Payroll and HR 
solutions to over 250 clients. Prolog 
are firmly established as a market 
leader in this major management area 
delivering quality products, either as a 
packaged based solution or a specific 
business project. 


EM Sid™ Educational Services 

H Tel: 01276 416520 
IW Email: regstrar@uk.sun. com 
Website: www.sun.co.uk/suned 

Leant the language of 
Java™ from the people 
JAVA who wrote the langsagel 

Sun Educational Sentcc> is ihc wurfj hsxkx in Lna 
r raining. Wc ran ctnnscs fur dclnsncs of afl leveh: 

9 Java Programming 

• JavaBcins™ Cnmpoocm Dcsdoprncm 

• Web Publishing »hh Java 

• Programinmg for Beginner, using Java 

• Sun Java Ccni Heal un * 

• Imemci/iniranci Business /<M 

Siraicgics TT OlA/f If 
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COLDHARBOUR ■ 
SYSTEMS 

CoMharbour Systems Led are the market 
leaders in the supply of computer systems to 
che long term elderly care market place. 

Since 1988 we have developed a family of 
industry specific software packages, 
integrating ro standard accounting software. 
Our reputation has been built on providing 
control in the key areas of revenue and staff 
costs. 

As wdl as household names such as BUPA 
and PPP Beaumont, we supply 82% of 
publicly quoted companies. 

For information calb Michael Moreton. 
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Peterborough Software (UK) Ltd 
Thorpe Park 
Peterborough PE3 6JY 
Telephone: 01 733 S55777 
Fax: 01 733 312347 
Emaii: safly.gneene@ps.co.uk 

Peterborough Software - the 
benchmark for human resource and 
financial systems, produces PC open 
and client) server applications for over 
1 200 customers in 40 countries. We 
supply systems guaranteed to match 
che strategic and operational needs of 
customers. 

Contact: Sally Greene 


Etl Wc arc a major PtYtugix-ic IT ofcratnr (ccmTicaicd NP EN ISO W0| faith partoetdhps umkhnde. 

■ Analysts/Programmers 

(YEAR 2000, EURO) 

• IBM - MVS,AS400, COBOL, CICS, RPG 

• DIGITAL - UNISYS 

• ORACLE -MICROSOFT -SAP 

We can supply, for your projects, specialised IT professionals even in old languages/systems. 
Just caJL fax or e-mail us. and we'll be pleased to quote you a professional for the period you 
wish. Our professionals speak English and most of them have experience in Bat* ar.d 
Insurance fields in International projects. 

For more information, call Fatima Abrcu on 

NBO - IT RESOURCES NovaBase Group 

Av. Antonio Jose dc Almeida 5F 7 - 1000 - Lisboa - Portugal 
Tel: 35 1 . 1 .7959 157 Fax: 35 1 . 1 .4 1 05 1 02 E-Mail: asffrfnovabase.pt 


Braid Systems Ltd m ■ _ g [R 

K 1 4 Rochester Row, 1 fj w 

London SWIP IJQ | 

Tel: +44(0) 1 7 1 233 7144 
Fax: +44(0) 1 7 1 233 6931 

• Email:l nfo@braid.co.uk 

Web site, www.braidglobal.com 

Nimbus 

Payment Control & Liquidity Management for 
Real-Time Gross Settlement Services. 

• minimises the use of collateral required to provide liquidity at 
the Central Bank 

• schedules outbound payments according to user defined 
payment models 

• real-time account position monitoring ensures immediate 
payment settlement 

• global liquidity management enables least-cost Euro 
settlement 

Nimbus is a fully featured system for the management of - _ 
intra-day payments to national Real-Time Gross Settlement 
(RTGS) services.The solution allows payment prioritisation and 
schedule modelling to best meet the needs of your business 
whilst reducing central bank charges. Additionally Nimbus 
releases liquidity held by the central bank so it may be 

profitably invested in preferred markets. 


Pegasus Software Ltd 

Onon House. Orton Way. Kettering. 
Worthams, NN156PE 
Tefc 01536 495000 Fax: 01536 495091 
Website: MtpJ/wvm.pegasusxoMk 

Pegasus is one of the leading suppliers of 
accounting and business software in the UK. 
Pegasus Opera Integrates the finance function with 
management Information. Add integrated Contact 
Management via Pegasus Connection; 
Manufacturing from Pefssus Op erati on s; 
Electronic Commerce with Pegasus Edition; Retail 
Solution from Pegasus PayPoiet for a total 
business salntiM. For snail and growing business 
we have our Windows based CapBal Family of 
products. 


Hantware/CompetiMItty 
DOS. Windows nr 
Networking solutions 
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Plato MiHeoaiBiB Ud 

The Herttordstiire Business Centre 
Alexander Road, London Colney, Herts AL2 1JG 
Tel: 01727 822639 
Fax 01727 825688 

The Tear 2000 presents real problems for many 
business critical systems and processes. As one of 
die few companies with practical experience ol 
the fssoes involved, we know that die busfciess 
management of the proWem b at least as 
important as solving the technical issues involved. 
Pbto Mdlennlumk proven methodology can add 
significant value to Year 2000 projects , delivering 
bating value into the next century. Whether your 
Year 2000 project Is at the recognition stage or 
further developed. Ptano MWennJuni can ensure 
that you deliver to specification, within budget and 
of course - on nme. 

Geographical Coverage EFTLa^OitO) 
UK PunOM&tEriNHJHLNrTEO 
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®WOPEAN TELECENTRES 


By Geoffrey Naim 


Showcases for remote working 


Telecentres in mrsl axejis Are 
enthusiastically supported by the 
European Union to encourage 
regional development 


H idden in the foothills 
of northern Spain's 
Basque Country lies 
the Encartaciones region 
where little seems, to have 
changed since the Middle 
Ages, when pilgrims 
tramped the nearby Pilgrim 
Route to Santiago de Com- 
postela. 

Centuries later, the Encar- 
taciones area is poised to 
enter the information age 
with a telecentre' project 
designed to encourage badly- 
needed high-tech jobs and 
demonstrate the benefits of 
IT in rural areas. The tele- 
centre opened last April in 
the village of Gordexola, 20 
kilometres, south of Bilbao. It 
aims to serve 30,000 inhabit- 
ants scattered In farmhouses 
and villages through the 
Encartaciones area, offering 
training to teleworkers, IT 
services to local businesses 
and, hopefully, creating 
high-tech employment in a 
region which, despite Its 
bucolic charm, has suffered 
decades of economic decline 
and neglect. 

"Our aim is to pass 
directly from the 19th to 21st 
centuries,*' says Alejandro 
Artetxe. director of the tele- 


centre, which is based in the 
village's former schooL A 
telecentre aims to provide a 
half-way. house between 
autonomous teleworking and 
a traditional workplace. 

Typically located in rural 
areas, telecentres allow local 
businesses and individuals 
to use high-speed networks 
and computer equipment 
they could not normally 
afford, and to benefit from 
support and training. 

The Gordexola centre has 
trained 100 local people in Its 
first year. Mr Artetxe 
believes training is ggsgiffifl i 
to raise the awareness of IT 
in a population whose lives 
traditionally revolve around 
far ming . 

Telecentres are enthusias- 
tically promoted by regional 
governments and Brussels 
bureaucrats as a high-tech 
solution to the decades-old 
problem of regional underde- 
velopment and the inexora- 
ble drift from the country- 
side to the cities. The IT 
industry has long been a big 
fan of telecentres as they 
provide a perfect showcase 
for latest “remote working” 
technologies, such as Inte- 
grated Services Digital Net- 



Alejnndro Artetxa, telecentre 
director; he firmly supports a 
Commercial approach 


works and videoconferenc- 
ing. 

Telephone companies, in 
particular, are often spon- 
sors of telecentres. Alan 
Denbigh, executive director 
of the UK’s Telework, Tele- 
cottage and Telecentre Asso- 
ciation. believes the avail- 
ability of advanced yet 
affordable technological 
infrastructure is crucial to 
the success of telecentres. 
Rural regions have tradition- 
ally been the last to be 


linked to mobile telephone 
and ISDN networks, for 
example, although this situa- 
tion is changing. 

The high cost of telecom- 
munications services is 
another problem for tele- 
centres. Mr Denbigh says 
only 20 of the 155 telecentres 
in the UK have ISDN access 
and blames BT, the UK's 
dominant operator, whose 
rates for Installing and rent- 
ing an ISDN line are higher 
than those in other Euro- 
pean countries. 

“Unless they have a good 
reason to want to use ISDN, 
most people do not go for it,” 
he says. 

The European Commission 
analysed the experiences of 
early telecentres in its 
Advanced Communications 
for Cohesion and Regional 
Development (Accorde) tele- 
working project. According 
to the Accorde report, many 
telecentres are conceived as 
tools of regional develop- 
ment policy, rather than as 
commercial enterprises. 
Because of this, they often 
lack focus and fail to cater 
for the real needs of the local 
economy. 

The potential far indepen- 
dent funding is often over-es- 
timated, the report found, so 
when the subsidies are 
removed, many telecentres 
cannot survive. Regional pol- 
icy in Norway has long sup- 
ported advanced communi- 


WORKU4C FROM HOME • By Geoffrey Wheelwright 


Users face a bewildering 
choice of equipment 


Teleworkers increasingly require easy and secure access 
to office networks, plus fax and voicemail facilities 


W hether you call it 
teleworking, 'hot 
desking’ or tele- 
commuting, the trend 
towards encouraging people 
to work from home is 
undoubtedly on the increase. 

According to the Gartner 
Group, the IT research 
organisation, mare than 30m 
US and 20m European work- 
ers will be teleworkers by 
the year 2000. And one of the 
greatest challenges facing 
each of them is having the 
right equipment and soft- 
ware tools to do their jobs. 

These include high-speed 
network connections to the 


office, software to properly 
synchronise data between 
the office network and the 
remote desktop and ways to 
provide better support to 
telework ers. 

A2Z of these are vital com- 
ponents to effective tele- 
working and hot desking 
(where people work from 
home part of the tune and 
share a ‘hot desk' at their 
office the rest of the time). 

One of the leading per- 
sonal computer software 
companies serving this mar- 
ket is Symantec Corporation, 
which sells products that 
allow users to remotely 
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Alternative to 
commuting 


Prom page 15; 


which do away with divisive 
hierarchies and office poli- 
tics; reduced office over- 
heads; fewer cars on the 
road, making less pollution, 
and so on... 

So why are so many in the 
Europe still wending our 
weary way to the office 
every Monday morning? 
Why aren’t they all telecom- 
muting to work from rural 
idylls, or even palm beaches, 
away from traffic jams, late 
trains, and fatty, staff can- 
teens? 

Despite earlier forecasts 
from respected research 
companies that Britain 
would have 3-5m telework- 
ers by 1996, there are still 
only around 2.5m using 
computers and communica- 
tions to work remotely. Yet 
there is no doubt that today, 
the spread of PCs and 
improved telecoms not only 
make it possible for Britons 
to work from home bat has 
the potential to change 
many jobs so that they can 
be done anywhere without 
physical contact with other 
people. 


jo logy has blurred 
bome/work bound- 
So why isn’t every- 
leworkingT Is it Just 
> too good to come 


tot a myth, it’s Just 
re- still al the expert- 
stage. But there is 
ideoce to suggest it 
ig of T." says Alan 
, executive director 
K Telework. Telecot- 
[ Telecentre Assoda- 


rouble is. telework- 
oversold, early on*"’ 
-Initial forecasts 
heading since they 
r^unt the Bad oT 
Led to teleworking 
taking - into account 
cessarv changes 
in the economy, 
te cultures and 
assures. 

he UK is leading 


Europe in this sector, apart 
from Scandinavia, and we’ve 
seen a tumbling of the num- 
ber of teleworkers in the 
last five years," 

Already, companies such 
as British Gas, Barclays and 
Xerox are saving up to 
£1.000 a head every year in 
office costs by equipping 
staff with PCs and links to 
central systems and switch- 
boards so they can work 
from home or while out on 
the road. 

IT and management com- 
panies, including IBM, 
Andersen Consulting and 
Digital Equipment, have 
bot-desking schemes, in 
which home-based staff 
book office facilities for the 
day or two a week that they 
go in to the main offices. 

Across most of Europe, 
people commute like autom- 
atons to the office, their sec- 
ond home, dreaming of tak- 
ing control of their lives and 
working to live. 

But there’s hope. The 
Telework Platform claims 
that in 10 years' time tele- 
working will be the norm in 
the UK, just as co mp uters 
have come to be taken for 
granted. 

Whether this will happen 
because of political will. 
employer enlightenment or 
staff pressure is a moot 
point. More likely the drop 
to the birth rate, the escalat- 
ing skills shortages to feed a 
service-based economy, and 
crippling city centre prop- 
erty prices wQl force tele- 
working cm to the agenda 
and then gather staff-sup- 
port. 

“By 2005. 25 per cent of 
companies expect that more 
than half their office space 
will support team activity, 
rather than individuals,’' 
says John Lane, director of 
IT at Pagoda Associates, the 
business change consul- 
tancy. -Offices win exist pri- 
marily to provide corporate 
identity and occasional 
social interaction.” 

Son on the day... 

D The writer. Lindsay Nfc • 
otic is editor of ‘Corporate 
Networks’ 


access faxes, electronic - as 
well as ’remotely control* 
other PCs to retrieve data 
and cany out technical sup- 
port assessment 

Symantec believes there 
are three leading tools-re- 
lated issues lacing telework- 
ers. 

C The company suggests, 
firstly, that remote workers 
need easy and secure access 
to the office network, help- 
desk facilities, faxing and 
voicemail facilities - 

□ Secondly, they need pro- 
tection from viruses, crashes 
and unauthorised access. 

O Finally, Symantec says 
that managers of telework- 
ing employees often com- 
plain that they have prob- 
lems supervising and 
monitoring the productivity 
remote workers. Monitoring 
products can be provided by 
a number of products, 
including Symantec's own 
‘pcAnywhere’ 8.0 software. 

Symantec says this latest 
version of pcAnywbere pro- 
vides higher levels of secu- 
rity than was previously pos- 
sible during remote 
communication sessions by 
using Microsoft’s Crypto API 
encryption. 

In addition. pcAnywhere 
8.0 includes support for the 
Windows NT 4.0 operating 
system that is increasingly 
being used on corporate net- 
works. 

Hie new version of pcAny- 
where. which has long been 


New software 
allows 

managers to 

monitor 

productivity 


a popular remote access tool, 
also gains utility by having 
its ‘caller security’ feature 
integrated into the Windows 
NT ‘User Manager’. This 
integration means that 
remote users only need their 
network password to begin a 
remote session In a com- 
pletely secure environment. 
Without the need for sepa- 
rate passwords after log- 
ging-on, Symantec says that 
network supervisors should 
find it easier to install the 
software across the network. 

Finally, Symantec says the 
new ‘voice first, data switch- 
ing support' feature should 
make pcAnywhere a better 
tool for technical support. 
This feature allows uses to 
switch between voice and 
remote control sessions dur- 
ing a single phone can using 
standard data or fax 
modems. 

Users will however, need 
officially certified ASVD and 
DSVD modems for use with 
pcAnywhere to support 
simultaneous voice and 
remote control sessions. 

Symantec is by no means 
the only company offering 
such tools and services. For 
example. AT&T. the telecom- 
munications giant, is offer- 
ing a service called AT&T 
Virtual Workplace that inte- 


grates portable voice, fax 
and e-mail messaging, tele- 
phony and intranet tools for 
“as little as £50 per month 

AT&T is currently only 
offering this service in the 
UK. The company says that 
users of the service can go 
through one AT&T ‘national 
rate’ 0870 phone number and 
AT&T's call centre to 
retrieve or re-direct e-mail, 
faxes and voice messages via 
a PC, laptop or palmtop com- 
puter. as well a telephone/ 
mobile facility. 

The sendee is also being 
promoted as a way to allow 
users to remotely access 
their office-based computer 
files and documents. There 
is also a team diary 1 facility 
to book meetings with col- 
leagues and customers, 
access the Internet and 
intranets, and “reap the ben- 
efits of an intelligent tele- 
phony service" that allows 
phone to be redirected to a 
specified number. 

AT&T says its Virtual 
Workplace service is also not 
limited to use on desktop 
and notebook computers. In 
addition to being available 
for Windows 95-based PCs, 
AT&T is also offering it for 
use with handheld systems 
such as the 3Com/US Robot- 
ics Palm Pilot, Microsoft 
Windows CE-based handheld 
computer and Psion band 
held systems. 

The company also claims 
to be a real believer in ‘eat- 
ing its own pet food' and has 
about 1,000 of its 2.500 UK 
employees operating as tele- 
workers and mobile staff 
that use the AT&T Virtual 
Workplace service. 

While both of the latter 
offerings deal with broad 
issues around teleworking 
and remote access, there are 
also cases where very spe- 
cific solutions must be found 
to issues that are unique far 
teleworkers. One of these Is 
how you provide high-speed 
data atwwis through Inte- 
grated Service Digital Net- 
wok (ISDN) phone lines for 
notebook computer users. 

The US-based communica- 
tions company, Digi Interna- 
tional, has addressed thus 
issue in its recent release of 
an “analogue dongle” for its 
ISDN PC Card, the Digi 
DataFire GO! combo card. 
This enhancement to the 
card, which was released in 
February, fits in any stan- 
dard JPC- card slot on a note- 
book computer and allows 
IBM-compatible and Macin- 
tosh laptop users to use con- 
ventional analogue tele- 
phone hues as well as ISDN 
lines for their remote con- 
nections. 

The company says that 
having both the ISDN and 
the analogue dongle, laptop 
users now have the choice 
between digital or analogue 
over ISDN remote connec- 
tions - this way the user can 
phone into the network 
where ever he or she is 
located. 

In this way. users can eas- 
ily switch between ISDN and 
Y\3f operation over ISDN 
without installing a different 
PC-card, or restarting the 
PC-cant, says Digi Interna- 
tional. 


cations to link its. remote 
areas and the Flimmark 
region in the north of the 
country was one of the areas 
examined by Accorde. 

Five telecentres had been 
set up in Finnmark to over- 
come various local problems: 
lack of office space, little 
appreciation of computers 

and teleco mmuni cations, 

low levels of training and 
education. The telecentres 
were meant to create jobs 
and encourage an IT-based 
economy. However, all but 
erne of the centres bad closed 
when the Accorde report 
was written in 1696 and the 
most common reason was 
their failure to add value to 
local skills. 

The EC concluded in its 
Accorde report that tele- 
centres can perform a num- 
ber of successful functions if 
they are well-researched and 
focused, if users are involved 
and if a reasonable time- 
scale is allowed. 

Alejandro Artetxe has vis- 
ited several telecentres 
across Europe and knows 
some of the problems they 
face. Even though his Gor- 
dexola centre is jointly 
funded by the local council 
and EC until 2000, he 
decided at the outset to run 
the centre as a commercial 
endeavour to reduce the 
shock when the subsidies 
end. 

"The telecentre is not 



In the heart of a Spanish farming community of 30,000 people: the telecentre at Gordexola, 20 Ions 
south of Bilbao. The telecentre offers training to teleworkers and smafl businesses in the region 


designed to be a meeting 
place for the local unem- 
ployed.” he says. Anyone 
with a serious Idea can use 
the facilities of the Gordex- 
ola telecentre free of charge 
for six months. After that, 
however, they must pay a 
monthly rent if they want to 
retain their cubicle in the 
telecentre and continue 
using its services, which 
include 12 computers, ISDN 
videotelephony and 
high-speed Internet access 
via a dedicated 256 kilobit-a- 
second link. 

The centre has been open 
for less than a year and only 
four people have so far taken 


cubicle space In the tele- 
centre. Their ideas range 
from using the Internet to 
sell information about sur- 
face coatings to architects, 
to providing tailor-made 
weather forecasts for local 
farmers. 

None of the four users has 
passed the six-month mile- 
stone so Mr Artetxe is 
unsure how their various 
ideas will fair once they 
have to start paying the 
rent The same Issue affects 
the Gordexola centre itself. 
Telecentres cannot hope to 
survive if they just offer the 
standard mix of tra inin g, 
equipment rental and sup- 


port, he believes. 

“Telecentres have to offer 
services that are better, fas- 
ter or cheaper than conven- 
tional businesses. If they 
cannot then they will not 
survive.” be says. The centre 
thus aims to build a data- 
base with details on 100 
skilled teleworkers from the 
Encartaciones area that can 
take on a range of high-tech 
jobs. 

Mr Artetxe has high hopes 
that the Internet will gener- 
ate new opportunities for the 
centre and he wants to offer 
web design, multimedia and 
Internet services to busi- 
nesses in nearby Bilbao. 


CeBIT 98 AT HANNOVER, GERMANY • By Paul Taylor 


A round 670,000 visitors 
attended CeBIT last 
month confirming the 
Hannover-based information 
technology show as the 
world’s largest IT extrava- 
ganza. But despite the sheer 
size of the show, which 
attracted a record 7,000 
exhibiting companies, it was 
some of the smallest digital 
machines, the handheld PCs. 
intelligent telephones and 
Internet communications 
devices that once again, 
stole the limelight 
For an increasingly mobile 
and flexible workforce, these 
devices hold the promise of 
ubiquitous 'anywhere, any- 
time, anyhow' connectivity, 
and the gains in productivity 
originally promised by the 
first generation of ‘personal 
digital assistants’ such as 
Apple Computer’s Newton 
MessagePad. 

"The growth of the hand- 
held computing market is 
being driven by the transfor- 
mation of the corporate envi- 
ronment into an extended, 
virtual enterprise - sup- 
ported by a highly mobile, 
geographically dispersed 
workforce requiring fast, 
easy remote access to net- 
worked resources and elec- 
tronic communications.” 
says 3Com. 

Ironically, just as Apple 
was pulling the plug on the 
Ill-fated Newton six years 
after it was launched, a new 
batch of cheaper, easier to 
use and more powerful han- 
dheld computers were on 
display at CeBIT. These 
ranged from full-function 
computers such as Psion’s 
Series 5 and a handful of 
new machines built around 
the latest version of Micro- 
soft's Windows CE operating 
system, to 3Com's pen- 
driven Palm-Pilot - which 
sold a million units last year 
- awri Franklin’s credit-card 
sized Rolodex Rex. 

Other machines such as 
Nokia’s pioneering Commu- 
nicator 9000 and Sharp's 
super-stylish MC-Gl, 
launched at CeBIT this year, 
blur the distinction between 
handheld PCs and portable 
telephones by combining 


Small is beautiful 
at the world’s 
largest IT show 


handheld PCs, while reduc- 
ing their cost. The latest 
handheld PCs are typically 
powered by Rise (reduced 
instruction set computing) 
chips from Cambridge-based 
Advanced Research 
Machines, Mips, the Silicon 
Graphics subsidiary, or Japa- 
nese chipmakers, such as 
Hitachi and NEC. 

At the same time, manu- 
facturers have begun to seg- 
ment the market and to 
build machines that answer 
specific user-requirements. 
This has resulted in the 
rapid fragmentation of the 



Scorn's successful pan-driven 
Palm-Pitot a million of them 
were sold last year 


both functions in one unit 

The renewed flurry of 
activity in the handheld PC 
market is evident in figures 
from International Data Cor- 
poration. the market 
research group. From an 
estimated 3m handheld units 
shipped worldwide in 1997. 
IDC forecasts a jump to 13m 
a year in 2001. 

The renewed interest in 
the handheld computer mar- 
ket reflects several factors 
including the growing 
sophistication of end-uses, 
particularly in the corporate 
market and the widespread 
adoption of digital telephony 
which has made users famil- 
iar with many of the advan- 
tages of handheld technol- 
ogy. 


Electronic mail 


At the same time, the 
explosion of interest in elec- 
tronic mail and the web has 
made it more important for 
corporate users in particular 
to be able to access their 
e-mail and corporate intra- 
nets while on the move. 

Fortunately, these market 
changes have coincided with 
advances in microprocessor 
design and silicon integra- 
tion which have increased 
the power and functionality 
of the second generation of 


market and proliferation of 
different types of devices. 
Several distinct types of 
machine have emerged: 

Among them, one group of 
handheld PCs seeks to repli- 
cate most of the functions of 
a desktop PC in a portable 
package small enough to fit 
in a (large! pocket. This cate- 
gory includes the Psion 
Series 5 machines which are 
now supported by a growing 
library of business software 
packages and the latest Win- 
dows CE machines. 

In both cases, they include 
software that enables the 
user to transfer files to and 
from a desktop using a serial 
cable. While the Psion 
machine wins plaudits for its 
ease of use, keyboard and 
battery life, Microsoft's entry 
into the market with the CE 
operating system has helped 
‘legitimise’ the handheld 
computing market 

While the Psion 5 includes 
a proprietary card slot and 
serial interface connector, 
CE machines, some of which 
now feature large colour 
screens, include standard 
PC-Card slots enabling 
modems and other standard 
peripheral devices to be 
attached - although battery 
life is reduced dramatically 
as a result. 

Microsoft has also licenced 
the CE operating system for 
use in so-called Palm PCs. 
The first of these machines, 
which are around the size of 
a pack of playing cards and 
have no keyboard, were on 
display at CeBIT. Machines 
such as the Casio Al 0 will 
compete directly with the 
highly successful P almP Hot. 
the latest version of which 
was also launched at CeBIT. 


3Com's Palm-Pilot does 
not pretend to have the same 
computing abilities as the 
Psion or CE machines. 
Instead, its emphasis is on 
its light weight, ease of use 
and close integration with 
desktop data. For example, 
contact lists and diary 
appointments can be sycb- 
ronised with a desktop by 
simply dropping the Pilot in 
a docking 'cradle'. 

"The Palm HI [the latest 
version of the PalmPilot] is 
positioned as an extention of 
your PC. not as a replace- 
ment," says Marc Be room, 
vice-president of 3Com's 
Palm Computing unit. 3Com 
has responded to the threat 
posed by Microsoft's Palm 
PC with developments of its 
own. It is working with some 
3,500 software developers 
writing new programmes 
using P alm OS, the PalmPi- 
lot's own operating system, 
and it has announced part- 
nerships with other manu- 
facturers. 

Two of these partners, IBM 
and Symbol Technologies, 
were displaying new prod- 
ucts at CeBIT. IBM's Work- 
pad is a PalmPilot look-alike 
aimed at the corporate mar- 
ket while Symbol Technolo- 
gies was showing a rugge- 
dised version of the Palm IH 
equipped with barcode scan- 
ning an wireless networking 
capabilities. 

Delivering wireless con- 
nectivity to handheld 
devices is still an area of 
division within the nascent 
handheld market. While 
companies such as Psion and 
3Com have chosen to 
address this by providing 
either add-on devices, or 
software and cables to link 
to separate mobile tele- 
phones, other companies 
have sought to integrate 
mobile communications Into 
their handheld devices. 
Understandably, the leaders 
in this field have come from 


the telecoms sector, rather 
than the PC industry. 

Thus, Nokia' s Communica- 
tor was two years ahead of 
most of its rivals and only 
now are companies such as 
Sharp and Philips catching 
up with devices that com- 
bine both mobile telephone 
and handheld PC technology 
into one unit. 


Smart phones 

As the worlds of comput- 
ing and communications col- 
lide, more ‘smart' or ‘intelli- 
gent’ phones capable of 
downloading e-mail, sending 
a fax or browsing the web 
are likely to emerge. 

Similarly, more sophisti- 
cated means of transferring 
data from standard notebook 
PCs are beginning to 
emerge. For example, Nokia. 
Ericsson and Motorola have 
all developed wireless GSM 
Phonecards which slot into 
portable's PC Card slots 
removing the need for a sep- 
arate GSM phone entirely. 

The final segment of the 
hand-held market consists of 
devices such as Franklin's 
Rex3 which was also 
launched in Europe at CeBIT 
but which has been a huge 
and surprising success in the 
US since it was introduced 
in November. The Rex is 
designed to fit into a stan- 
dard PC Card slot on a porta- 
ble PC or a docking station 

connected to a desktop and 
has no separate input facil- 
ity - it relies entirely on its 
host computer to download 
information. 

The Rex can store up the 
details of up to 3,000 contacts 
or appointments in a device 
no bigger than a handful of 
business cards. For some 
users, it seems this is the 
ideal travelling companion 
and no doubt there will be 
imitators by the time CeBIT 
1999 opens in March next 
year. 
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THE MACROVIRUSRpOIACE •; 3* -Cfn^ot^ 


Anti-virus industry 
steps up the fight 


While there are 18,000 known strains of computer 
viruses, the number being discovered each month has 
doubled, in the past 18 months. Now the software 
industry is intensifying its efforts to combat the problem 



T oday, Hire every other 
day, an average of 20 
viruses will be 
unleashed op the world’s 
computers by mischievous 
individuals. 

While most will be quickly 
detected and prevented from 
spreading by anti-virus soft- 
ware, a few will prove them- 
selves more resistant than 
the rest. 

The CAP virus Is among 
these. The world's most 
prevalent computer virus, it 
Is widely believed to have 
been written by a 16-year old 
Venezuelan boy. 

This Is hardly surprising - 
adolescent boys, often from 
second and third world coun- 
tries, have always been held 
responsible for the produc- 
tion of the corrupted pro- 
grammes that can wreak 
havoc in other people's com- 
puters. However, what has 
caused consternation in the 
computer industry has been 
the speed at which the CAP 
virus, which was written 
only about a year ago, has 
already spread around the 
world. 

CAP was responsible for 
more than a fifth of all 
reported virus incidences in 
the month of January this 
year, according to Virus Bul- 
letin , the anti-virus industry 
newsletter. The second most 
prevalent virus managed a 


mm 6 per cent 

Its rapid spread is due to 
two significant develop- 
ments in the computer 
industry. The first has been 
the emergence of the Inter- 
net. This has allowed the 
more speedy and widespread 
delivery of viruses via e-mail 
attachments - as well as 
making both viruses, and 
virus information, available 
far downloading by potential 
users. 

The second has been the 
widespread adoption of soft- 
ware which uses 'macro' 
commands - in particular, 
Microsoft Office. Macros are 
sets of instructions within a 
program and have proved an 
easy target for virus writers. 
Microsoft software is used in 
around 80 per cent of the 
world's personal computers, 
and widely in business. 

CAP is a ‘macrovtrus', as 
are three others in the Virus 
Bulletin tap ten. In the past 
18 months, the proliferation 
of these has led to more than 
double the number of new 
viruses being discovered 
each month - the figure now 
stands at around 500. 

“Macroviruses are the big 
problem for the computer 
industry,” says Geoff Leary, 
chief executive of Dr Solo- 
mon’s, Europe's biggest anti- 
virus software group. 

Macro was designed to be 


easy to write, so virus writ- 
ers have found It easy to cor- 
rupt. Virus writing was 
hardly rocket science before. 
It's certainly easier now, he 
says - and adds that the 
task has been helped immea- 
surably by the internet. 

Traditionally, viruses have 
been spread via floppy discs. 
This is still widespread, but 
has been swiftly overtaken 
by thp emergence of macro- 
viruses. And the Internet is 
not just facilitating the more 
rapid spread of viruses as a 
means of delivery. A quick 
browse of the World Wide 
Web reveals a mountain of 
information not only on 
viruses, but also of help to 
any potential virus writers. 

T he Internet has made 
many viruses freely 
available for down- 
loading, says Sarah Gordon, 
an anti-virus researcher for 
IBM, based at the group's 
research centre in New 
York. “It has also made the 
issue more acceptable for 
people to get Involved. Virus 
writing is no longer an 
‘underground’ activity.'* 

Ms Gordon, who has been 
studying viruses and writers 
for several years, says this, 
in turn, has led to a change 
in the profile of the perpetra- 
tors. “It's no longer just ado- 
lescent boys - girls are 


doing it, too, and the age 
range varies from 10 to 45." 

Neither are the writers 
confined to eastern Europe 
or other less-developed coun- 
tries. “They are just as likely 
to come from America or 
western Europe,” adds Ms 
Gordon. The Internet has 
also spawned another devel- 
opment: hoax viruses. Many 
come disguised as e-mail 
with welcoming titles such 
as *Win A Holiday' and ‘Join 
the Crew*. 

“Hoaxes confuse people 
and this can lead to compla- 
cency about the real thing,” 
says Graham Cluley. techni- 
cal director at Dr Solomon's. 
“They have become a big 
problem for the industry.” 
Some industry specialists 
estimate that around half 
the software problems iden- 
tified by organisations and 
individuals and referred to 
anti-virus groups every 
month are hoaxes. 

Even so, the sharp 
increase in real viruses is 
forcing the anti-virus indus- 
try - which already success- 
fully tackles some 18,000 
known strains - to develop 
more sophisticated tech- 
niques to deal with the 
escalating sltuation- 

One method that the dozen 
or so anti-virus groups have 
always employed has been in 
the sharing of information. 
There are monthly m ee tings 
between the groups’ techni- 
cians who swap information 
on new viruses - although 
stopping short of necessarily 
giving each other solutions. 

As well as sharing infor- 
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Not so fumy; hoax viruses, dagetised as welcoming e-mail messages, use themes such as *WWi a Ho*day* or 1 Jobt UmCNw* 


motion, the companies also 
keep an eye on the virus 
writers. “They hold confer- 
ences, both on the Net, and 
on the ground,” says Mr CTu- 
ley, “so we do occasionally 
have a chance to talk to 
them.” 

Ms Gordon would like to 
see schools include virus 
prevention In their cuxricu- 
luzns. She also believes that 
Internet service providers 
should also take a more 
responsible attitude in allow- 
ing virus writers to advertise 
their gkiTk 

The situation is not helped 

by the law. In most coun- 
tries, writing or sending a 
computer virus are not 
crimes. Some have laws 
against causing deliberate 
damage to someone else’s 
computer, but this Is very 


difficult to prove. Indeed, in 
the UK only one person has 
era: been convicted of caus- 
ing damage by a virus, and 
he, according to one anti-vi- 
rus company executive, “was 
vary, very unlucky". 

However, the anti-virus 
industry is fighting back. Mr 
Cluley says the challenge far 
the industry is to develop 
more sophisticated, but 
unobtrusive, software which 
would protect against cur- 
rent viruses, but also auto- 
matically be updated against 
new strains. 

This is one route being 
pursued by IBM, which has 
developed an Internet-based 


software product which 
Steve White, senior research 
manager, says “will take us 
farther down the road to 
virus damnation." 

The software will contain 
a search pngirw which will 
be alerted to not only all 
known viruses, but any com- 
puter code it believes to con- 
tain irregularities and which 
could be a yet unknown 
virus. This information 
would then be automatically 
relayed via the Internet to 
IBM's anti-viral research 
centre where an identifica- 
tion of the suspect pro- 
gramme would be carried 
out 


IBM intends to bunch its 
“immune system for cyber- 
space", later this year. 

Nick Fitzgerald, editor of 

Virus Bulletin, says that 

is probably 12 to 18 months 
ahead of the competition, 
with its latest development 
But he believes that the 
industry will never achieve 
the total rifmtwrtuyu pf com- 
puter viruses. "JBfif’a aoto 
lion is feasible for between 
80 and 90 per cent of suspi- 
cious viruses, but there win ' 
always he some , that go 
undetected. 

"Two and a half yean' 
ago, for example, no-one 
knew about macroadrutts." 


April 1 - a trigger date for virus writers 
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NEW FT-IT RESEARCH 


The changing role of 
the IT director 


The important changes that 
have taken place in the 
1990 b in the rote of the chief 
information officer (CIO) 
and IT director within com- 
panies, are being examined 
to a special research project 
being jointly undertaken by 
the Financial Times and 
Korn/Ferry Internationa] 
Executive Search and Selec- 
tion 

The results of the indepen- 
dent research, which Is 
being carried out among 
QOs and IT directors from 
the among the world's top 
500 companies to the US, the 
DEL Germany and France, 
will be reported in the June 
edition of the FT-IT Review. 

The findin gs will throw 
new light on the account- 
ability and responsibilities 
of FT directors, including 
their spending powers, their 
shuts and pm ft tarinmii back- 
grounds. 

The r e s earch wfll also try 
to find oat bow much toflu- 


— across the business, 

ad with their fellow board . 
members, and whether they 
me acquiring a more strate- 
gic company-wide role, 
which will lead to chief 
information officers soon ;• 
beg funto g-tO; move routinely 
into chief executive officers’ 
**s. 

Other questions wEB focus 
on the technological direc- 
tion s they believe are Iflcefy 
to prevail, or will be most 


important, to their compa- 
nies in the next cent u ry, and 
on the Year 2000 problem 
and how it Is affecting other 
IT initiatives, and to partic- 
ular spending. 

Topics in 
forthcoming 
issues of the 
FT-IT Review 


□ The next issue of the 
monthly review will be on 
Wednesday, May 6. The 
main theme will be digital 
broadcasting. The issue wfll 
also feature developments to 
transport telematics, plus a 
focus on IT to training. ' 


Netgain 

magazine 

□ On May 27, NeLgain 

magazine, a new FT guide to 

. 


tronic commerce, will be 
- published with the FT. 
Net gain will also -feature 
winning websites from the 
FT Business Web Site qf the 
Year competition, plus 
details of the next competi- 
tion, sponsored by UDNFT. : 

June review 

□ The June 3 • FT-IT. 
review will include a WuHn 
focus on new it develop- 


ment to the retail sector. 

Since Jane is the month of 
football’s World Cop, there 
will also be a special foctu 
on IT in sport - looking not 
only at football, but a wide 
range of other sporting 
events that involve an 
increasing use of IT. 

July review 

□ The Issue on Wednes- 
day, Jubr I win have a main 
theme of IT in finance, with 
Special sections of account- 
ing software and develop- . 
moats in smartcard technol- 
ogies. (There is no FT-IT 
Review to August). 

September review 

□ The Issue of Wednes- 
day, September 3, will have 
a main foens of logistics and 
the s upp ly chain. Other .sec- 
tions will e-wmhia the latest 
sales and marketing soft- 
ware systems; plaa devdop- 


OP) telephony, including 
voice and video on corpora* 8 
networks. 

' □ For an editorial syn°P' 


advance -of each issue) a ud 
.other details about ;:th* 
FT-IT Review, plus 
magazine, please a*e the 
main information p anel on 
page three of this current 
Issue, pins details of 
n-back information service 
to the panel, below. 
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